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To: See the distribution list at the bottom of this message

ce:
Subject: WTW Performance Fund draft

[Sent by FAX to Palast, Uhalde, Tarplin/Burdette, Barr]

Here's a first quick shot at what a Performance Fund might look like. For comments: My fax is
395-7752; phone -- 395-4532,

Elements:
Funds come from the reallocations. Or:
we could put in 1% off the top of each year's appropriation as well, or
we could add to the Performance Bonus Fund $200 million derived as follows: For FY
2000, reduce the amount for regular grants to $700 million {the same as 1998 and 1999);
add $100 million to 2001 so it is the same $700 miflion level as 1998-2000, and make

$200 million available to the Secretary beginning in 2000, by which time there will be
perfermance to reward.

Thoughts?

Rewards are to States for their use of formula grants, or to recipients of compstitive grants or
to Indian grantees.

Rewards are for placements of the bill's Required Beneficiaries {30 months; within a year of
termination; the "2 of 4" folk), except that as in that clause, 10% can be for placements of
other welfare recipients.

Placements are 9 months (as in Daschle) and only for non-subsidized jobs (public, private, or
non-profit), except that tax credits are okay.

Amounts are what the Secretary says, with the assumption of $1,000 per placement, if the Sec
thinks there's enough money.

Extra credit for placments that result in incomes that move individual off welfare and for doing
good in high unemployment areas.

As in Daschle, Bonus funds can only be used to support more Welfare to Work, are not
matched, and can't be used to match other Federal programs.
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[Insert on page 16 after line 13] |

“{d) PERFORMANCE FUND -- The Secretary shall make performance bonus grants

from the Performance Fund to recipients of competitive and non-competitive grants

under paragraph (a), and Indian tribes or organizations which receive grants under
paragraph (b), whose use of such grants results in the highest level of qualified
placements of qualified individuals eligible for assistance under Welfare to Work
Grants made available in this section.

“{1y The Performance Fund shall be financed from:

“{l) funds allocated to States for non-competitive grants for which a .
State does not apply, or for which a State does not qualify, and which
are returned to the Secretary in accord with subparagraph ??7?;

“(1} funds made available to States in non-competitive grants, and to
eligible applicants in competitive grants which are not spent in accord
with the State’s or applicant’s plan, and which are returned to the
Secretary in accord with subparagraph ??

“(ii} Qualified individuals are those who meet the definition of Required
Beneficiaries under section (5)(C)(ii) [ref. Page 10], except that not more than
10% of those for whom a State or other grantee applies for a performance
bonus shall be other than those who meet tl_1e qualifications of

(SHCHiN-(1N.

“(iii) Qualified placements are placements of qualified individuals in jobs in
the private, public, or non-profit sectors

“{I}) for which no funds under this part, no other Federal funds, and no
State or local government funds, are used to subsidize in whole or in
part the compensation or benefits received by the individual from the

employer; and
“{Iy which the individual has held for at least nine months.

“As used in this clause, the term “Federal funds” does not inciude tax credits
received by an employer as a result of employing an individual for whom a
qualified ptacement is made.

“(iv) The Secretary shall announce a competition for Performance Bonus
Grants whenever the Secretary determines that there is a sufficient amount
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of funds available in the Performance Fund to make Performance Bonus
Grants of meaningful size. Applications for such Grants shall be made at
such time and in such manner, and containing such information, as the
Secretary shall determine and announce at least 90 days in advance of the
application deadline. Performance Bonus Grants shall be made to those
applicants who document the highest level of qualified placements.
Applications must, at minimum, demonstrate to the Secretary’s satisfaction
how the applicant has determined that the level of qualified placements
resulting from Welfare to Work Grants is in excess of the level that is
occurring by virtue of use of basic TANF grants.

“{v) The amount of a Performance Bonus Grant shall be calculated at $1,000
per qualified placement, except that the Secretary may reduce the amount
per placement consistent with the funds available.

“{vi} The Secretary shall give priority consideration to Performance Bonus
Grants to applicants who document that their Welfare to Work programs
have resulted in the largest number of qualified placements whose wage
level, as defined by the Secretary, is an amount, sufficient on its own or in
combination with Food Stamps, to make the individual and her family
independent of public assistance.

“{vii) The Secretary may give priority consideration to applications that
demonstrate high levels of qualified placements in areas of high
unemployment.

“{viii) Performance Bonus Grants may only be used to add to the grants
received by the recipients under subsections (a) or {b), except that no
matching requirements shall apply to Performance Bonus Grants and such
Grants may not be used to meet the matching requirement of Welfare to
Work Grants or any other Federal program.
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Looks good to me. | like using reallocations, but we should also make sure that if we don’t get a
performance bonus, those reallocations still get spent somehow.
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| TITLE IX—COMMITTEE ON WAYS
AND MEANS—NONMEDICARE: * .

o

3 Subtitle A—TANF Block Grant

4 SEC.8001. WELFARE.TO.WORK GRANTS,

5 (a) GRANTS TO STATES.—Section 403(a) of the So-

6 ecial Security Act (42 U.8.C. 603(a)) is amended by adding

7 at the end the following:

8 “(5) WELFARE-TO-WORK GRANTS,—

9 “(A) NONCOMPETITIVE GRANTS,—

10 _ “(i) ENTITLEMENT.—A State shall be
11 entitled to receive from the Seeretary a
12 grant for each fiscal year gpecified in sub-
13 paragraph (G) of this paragraph for which
14 - the State is a weifare-bo—work State, in an
15 ~ amopunt that does not exceed the lesser
16 of— . .

17 “(I) 2 times the tptal of the ex-
18  penditures by the State (exeluding ex-
19 penditures  described in  section
20 409(a}(7)(B)(iv)) during the fiscal
21 year for activities described in sub-
22 paragraph (C)(i} of this paragraph; or
23 “(I[) the allotment of the State
24 under clause (iii) of this subparagraph

25 ~ for the fiseal year.
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“(ii) WEWARE-TO-\\"ORK STATE.—A
State shall be considered a wvelfare'toiﬁ-sf:oi'k
State for a fiscal year for purpdses of this
subpara.graph if the Se‘éreW, after con-
sultation (axxd the sharing of any plan or
amendment thereto submitted under this
clause) with the Secretary of Health and
Human Services, determines that the State
meets the following requirements:

“(I) Tho State has submitted to
the Secretary (in the form of an ad-
dendum to the State plan submitted
under section 402) a plan which de-
seribes how, consistent with this sub-
paragraph, the State will use any ‘
funds provided under this subpara-
grapk during the fiscal year.

[other elements of State addendum in-
duding allecalion formulal

“(IT) The State has provided the
Secretary with an estimate of the
amount that the State intends to ex-
pend during the fiscal year (excluding
expenditures described in secfion

409a)(7}(B)(1v)) for activities de-
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scribed in subparagraph (C)(i) of this
paragraph. ' -

“(II) The State hasi_agreét;l to"-
negotiate in good faith with the Sec-
retary of Health an.d Human Services
with respect to the substance of any
evaluation under section 413(j), and
to cooperate with the conduet of any
such evaluation. -

“(IV) The State iz an sligible

State for tiClE fiseal year.

“(V) Qualified State expenditures

(within - the meaning of section

409(a)(7) axe at least 80 percent of

historie State expenditures (within the

meaﬁing of such section), with respect
to the fiseal year or the ir'nmediatelj'r
precédiug fiscal year.

“(iif) ALLOTMENTS TO WELFARE-TO-
WORK STATES.—The allotment of a wel-
fare-to-work State for a fiscal year shall bel
the available amount for the fisecal year
mutiplied by the State percentage for the
fiscal year,
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“(1v) Ammm AMOURT.—As used

in this subparagraph, the term a.\'a.llab!e

amount’ means, for a fiseal year the Sum

of—

“Xy 350 peréeﬁﬁ of the sum of—

“(aa) thg amount specified
in subparagraph (G) for the fis-
cal vear, minus the fotal of the
‘amounts reserved. pursuant to
subparagraphs (E) and (F) for
the fiseal year; and

“(bb) any amount reserved

pursaant to subparagraph (E)

for the immediately preceding fis-

cal year that has not' been obli-
gated;

“(I1) any availzble amount for
the immediately preceding fiscal year
that has not been obligated by a State
or sub-State entity, excluding any
amount paid to-a State or sub-State
entity /f] and any amount described
m subclause (TI); and

@oos
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“(I) any amount remitted pur-

suant to subparagraph (C)(v) that has -

not been obligated.
“(v) STATE PERCENTAGE.—As
used in clause (ii‘i),-the term ‘State

- percentage’ means, with respect to a

fiscal year, ¥z of the sum of—

“(aa) the percentage rep-
resented by the number of indi-
viduals in the State whose in-
come does not exceed the poverty
Ime divided by the number such
individnals in the United States;

_“(bb) the percentage rep-
resented by the number of unem-
ployed individusls in the State di-
vided by the numbar of such iﬁdi—
viduals in the United States; and

“(ee) the percentage rep-
resented by the number of indi-
viduals who are recipients of as-
gistance nnder the State program
funded under this paxt divided by
the number of mdividuals in the
United States who are reeipieﬁts

@ioos
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of assistance under any State

program fonded under this part.

“(vi) INTRASTATE DISTRIRUTION OF

FUNDS.— .
| “0 In GEN'E-RAL-——A. State to
which a grant is made under this sub-
| pa:a.gﬁph chall distribute mot less
thap 85 percent of the grant funds
among the service delivery areas m
theState,inmordaneeﬁthafor-
mula whichw

*(aa) determines the
amount to be distributed for the
benefit of a service delxvery area
in proportion to the poverty rate
of the service delivery area rel-
ative to the poverty rates of the
other sarvice delivery areas in the
State, and accords a weight of
not less than 50 percent to this
factor;

“(bb) may determine the
amount to be distributed for the
benefit of a service delivery area
in proportion to the number of

@oo7
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 individuals residing in the service
delivery area who have regeﬁreq.‘.

assistance under the . Staté pro-

gram funded wunder this part
(whather in’ effeet before or after
the amendments made by section
103(a) of the Personal Respon-
sibility and Work Opportunity
R_éconci]iaﬁon Act first applied to
the State) for at least 36 months
(whether or not consecutive) rel-
ative to the number of such indi-
viduals residing in the ather serv-
ice delivery areas in the State;

‘and

“(ee). may determine the

amount to be distributed for the‘

benefit of a service delivery area
m proportion to the number of
unemployed individuals residing
in the service delivery area rei-
ative to the number of such indi-
viduals residing in the other serv-

ice deltvery areas in the State.

@ oos
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“(XX) SPECIAL RULE.-~Notwith-
standing subelause (I), if the formula

used pursuant to subelause (I) i;'ouldh

result in the distribution of less than
$100,000 during a fiscal year for the
benefit of a service delivery area, then
in lieu of distributing such sum in ac-

cordance with the formula, such sach -

shall be available for distribution

under subeleuse (III) during the fiscal .

year.

“(II) PROJECTS TO HELP LONG-
TERM RECIPIENTS OF ASSISTANCE
INTO THE WORK FORCE.—The Gov-
ernor of a State to whick 2 grant is
made undér this subparagraph may
distribute not more than 15 percent of
the grant funds (plus any smount re-
qmred to be distributed under this
subclause by reason of subclause (II))
to projects that appear likely to help
long-term reecipients of assistance
under the | State program funded
under this part (whether in effect be-
fore or after the amendments made by

Rioog
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section 103(a) of the Personal Re-

sponsibility and Work Opportanity -
Reconciliation Act first applied to the.

State) enter the work force.
“(vii) ADMINISTRATION.—

“@ IN GENERAL~A grant
made under this subparagraph to a
State shall be administered by the
State agency that is sopervising, or
responsible for the supervision of, the
State program fonded under this part,

or by another State agency designated

" by the Governor of the State, subject

to subelanse (II).

“(I) SPENDING BY PRIVATE IN-

DUSTRY COUNCILS.—The private in-
dustry comnell for a service delivery
area shall have sole authority to ex-
pend the amounts provided for the
benefit of a service delivery area
under subparagraph (vi)(I), after con-
sultation with the agency responsible

for administering the State program
funded under this part in the service

@o10
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“(IIT) PROTIBITION - AGAINST

SELF-FUNDING.~—A: private Indusxy
council may notAdh"‘ect'ly provide sert-
ices using funds provided under this
subpaxagraph fclause?  subparagraph?

paragraph?]
“(B) COMPETITIVE GRANTS.—

“(i) IN GENERaL.—The Seeretary, in .

consultation with the Secretary of Health
and Homan Services, shall make grants mm
accordance with this snbparagraph, in each-
fiscal year apecified in subparagraph (G),

o eligible applicants based on the Ikeli-

hood that the applicant can successfully

make long-term placemants of mdividuals

into the workforce.

“(ii) ELIGIBLE APPLICANTS.—AS used
in clause (i}, the term ‘eligible applicant’
means a private industry council or a polit-
ical subdivision of a State.

“(i) DETERMINATION OF GRANT
AMOUNT.—Jn determining the amount of a

grant to be made under this snbparagraph

@lox11
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for a project prbposed by an applieant, the

Secretary shall | provide the applicant’ with

an amount sufficient to ensure that the

project has a reaSOnébl_e_ opportumty to be
successful. o
-~ “(iv) TARGETING OF 100 CITIES WITH
GREATEST NUMBER OF PERSONS _BEI:OW
THE POVERTY LINE.—The Secretary shell
use not legs than 75 percant of the funds
available for a fiseal year for grants under
this subparagraph to make grants to the
100 cities in the United States with the
highest number of, residents with an in-
come tﬁat does not exceed the poverty line.
“(iv) FUNDING.—For grants under
this subparagraph for each fiscal year
specified Im subparagraph (G), there shall
be available to the Secretary an amount
equal to the sum of—
“(I) 50 percent of the sum of—
“(aa) the amount spectfied
in subparagraph (G) for the fis-
cal year, mimus the total of the

" amounts reserved pursuant to

@o12
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subparagraphs (E) and (F) for
the fizcal vear; and

“(bb) any a.moui_xt res‘ié"r{-ed:

ﬁursnant to .subparagraph (E)
for the i;mméda;étely preéeding fis-
cal year that has not been obli-
gated; and
“(II) anv amount gvailable for
graants under this subparagraph for
 the immediately preceding fiseal year
that has not been obligated
“(C) LIMITATIONS ON USE OF FUNDS.—
“(i) ALLOWABLE ACTIVITTES.—Axn en-
tity to which funds are provided under this
paragraph rosy use the funds it any man-
ner that moves mto the workforee r(.%{:ipi—
ents of assistance under the program fund-
ed under this part of the State in which
the entity is located, including for any of
the following: '
“(I) Job éreation through publie
or private sector employment wage
subsidies.

“(T) On-thejob training.

@013
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“(I0) Contracts with job place- -

ment eompanies oOr ppblic job place- -

menpt programs. ‘
“(IV) Job vouchers.

“(V}) Job retention er support

~ services if such services are not other-
wise available. |

“(il) REQUIRED BENEFICIARIES.—~An

entity to which fonds are provided under

this pamgrapli shall expend at least 90
percent of the funds for the benefit of re-

ciplents of assistance under the program |
funded: under this part of the State in .

which the entity is loeated who meet the

requirements of any of the following sub-

clanses;

“() The individual has received
assistance under the State program
fanded under this part (whether in ef-
fect before or after the amendments
made by section 103 of the Personal
Responsibility and Work Opportunity
Reconciliation Act of 1996 first apply
to the State) for at least 30 months

(whether or not consecutive}.

do14
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“(II) At least 2 of the following
apply to the recipie:;x: _

“(aa) The individual has'not
ecompleted secondary school or
obtaimed a eemﬁcate of general

“(bb) The individnal re-
_ quires substance abuse treatment

for employment;

‘“(ee) The individual has low
basie skills.

“(dd) The idividual has
worked for fewer than 3. of the
most recent 12 mionths. '

The Secretary shall preseribe such
regulations as may be necessary to in-
terprei: this subelause. |
“(I)} Within 12 months, the in-
dividual will become ineligible for as-
sistance . under the State program

'fumdedunderthispartbyreasonofa

durational limit on such assistance,
without regard to any exemption pro-

vided pursuant to section

.
.
’ D

L'

@ois
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408(aX{7)(C) that may appk- to the
mdridual.

“(iii) LIMITATION ON APPLICABILITY"

OF SECTION 40+—The rales of section

| 404, other than snbéeéﬁons (b), (£}, and

(b) of section 404, shall not apply to a
gﬁ.nt made under this paragraph.

“(iv) PROHIBITION AGAINST USE OF
GRANT FUNDS FQR ANY OTHER FUND

MATCHING REQUIREMENT.—-An entity to

_ which funds are provided under this para-

graph shall not use any part of the fimds
to fulfill any obligation of any State, polit-
cal subdivision, or private iJ:uiustry council
to contribute funds under other Federal
lave,

“(v) DEADLINE FOR EXPENDITURE.~—
An entity to which funds are provided
under this paragraph shall remit to the
Secretary any part of the funds that are
not expended within 3 years after the date
the funds are so provided
“(D) DEFINITIONS.—As used in this para-

graph:

o1e
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“(i) POVERTY LINE.—The term ‘pov-
erty line’ means the poverty line as defined
by the Secretary of Liabor using the’ miost
recent data available from the Bureau of
the Census. o

“(ii) PRIVATE INDUSTRY COUNGIL.—

| The term ‘private industyy eouncll’ meaus,
with Tespect to a service delivery area, the
private industry council (or suceessor en-
tity) established for the service delivery
area pursasmt to the Job Training Part-
| nership Act.
| “(ili) SECRETARY—The term ‘Sec-
| retary’ means the Secretary of Labor, ex-
| cept as otherwise expressly provided.

“(iv) SEEVICE DELIVERY AREa.—The
term ‘service delivery area’ shall have the
meaning given such term for purposes of
the Job 'I'i-a.mmg Partnership Aet.

“(E) SET-ASIDE FOR INDIAN TRIBES.—I1
percent of the amount specified in subpara-
graph (G) for each fiscal year shall be reserved
for grapts to Indian tribes under section
412(a)(3).

@o17
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“{F') SET-ASIDE FOR EVALUATIONS~—0.5

percent of the amount specified in subpara-

3 graph (G) for each fiseal year shall be reserved
4 for use By the Secretary _of.. Hea.lfh and Human
5 Serviees to camry out seeﬁuﬁ.'élsﬁ).

6 ‘f(Gr) FunpmNe.—~To carry out this para:.-
7 graph, there are =authorized to be a.ppro;
8 pristed— |

9. “(i) $700,000,000 for each of fiscal
10 years 1998 and 1999;

11 “(H) $1,000,000,000 for fiscal year
12 2000; and

13. “(ii) $600,000,000 for fiscal year
14 2001.

15 “(H) BUDGET SCORING.—Notwithstanding
16 section 457(b)(2) of the Balanced Budget and
17 Emergency Deficit Control Act of 1985, the
18 bageline shall assume that no grant shall be
19 made under this paragraph or under section
20 412(a)(3) after fiseal year 2001.7.

21 | (b) GrRaNTS TO INDIAN TRIBES.—Section 412(a} of

22 such Act (42 U.S.C. 612(a)) is amended by adding at the
23 end the following:

Aena ? 1OT7 14T A -y

“(3) WELFARE-TO-WORK GRANTS.—

Ao1s
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“(A) In GENERAL.—The Seeretary shall

make & grant in accordance with this paragraph
to an Indian tribe for each fiscal vear Speel:ﬁed "

in section'403(a.)(5)(G) for which the Indian
tribe is 8 welfare-to-work m’ﬁé, in such amount
as the Secretary deems appropriate, subjeet to
snbparé.graph (B) of this paragraph.

“(B) MATCHING REQUIREMENT.—The
Secretary sball not make 2 grant under this
paregraph to an Indian tribe for a fisecal year
iuanamountthatexceeds?.timizsthew.m] of
the expenditures by the Indian tribe (excluding
tribal  expenditures deseribed iIn  seetion
409(a)(TH(B)1v)) during the fiscal year on ac-
tivities described in section 403(a)}(5)(C)().

#*(C) WELFARE-TO-WORK TRIBE.~An In-
dian tribe shall be considered a welfare-to-work
tribe for a ﬁscalyear for purposes of this para-
graph if the Indian tribe meets the following re-

quirements:

“(i) The Indian tribe has submitted to
the Secrstary (in the form of amendments
totheu'ibélfamﬂyassistanceplan) a plan
which describes how, consistent with sec-
tion 403(a)(5). the Indian tribe will use

@o1s
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apy funds provided under this paragraph
during the fiscal year. ‘

“(i) The Indian fribe bas provided ™

the Seeretary with anestlmai:e of the
amount that the Indian ribe intends to ex-
pend during the fiscal year (excluding trib-
al expenditures described in  section
409(a)(T)(B)(iv)) for activities described in
saetion 403(a)(5)(C)(D.

“(iii) The Indian tribe has agreed to
negotiate in good faith with the Secvetary
of Heslth and Human Services with re-

spect to the substance of any evaluation -

under section 413(j), and to cooperate with
the conduct of any such evaluation.

*“(1D) LIMITATIONS ON USE' OF FUNDS—

Section 403(2)(5)(C) shall apply to funds pro-
vided to Indian tribes under this paragraph in
the same manner . which such section applies .
' to funds provided under section 403(a}(3).”.
- fc) EvALUATIONS.—Section 413 of such Act (42

U.S.C. 613) is amended by adding at the end the follow-

mg:
“3) EvaLuaTion OF WELFARE-TO-WORK PRro-

25 gRrRaMS.——The Secretery—
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%(1) shall, in consultation with the Secretary of
Labor, develop 2 plan to evaluate how grants made -
under sections 408(a)(5) and 412(a)(3) have been

used; and .

“(2) may evaluate the nse ‘t-:rf such grants by
such granteés as the Secretary deems appropriate, in
accordance with an agréeement emtered into with the
grantees after good-faith negotiations.”.

o2
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THE WHITE HOUSE
WASHINGTON

May 29, 1997
MEMORANDUM FOR THE CHIEF OF STAFF
FROM: Elena Kagan g}
SUBJECT: Welfare to Work Proposal

Attached is the one-pager we sent to the Hill late last week outlining the Administration’s
position on the design of the $3 billion welfare-to-work fund. Also attached are one-pagers we
received this afternoon on the House Republican and Democratic proposals. The legislative
process is moving quickly, with House Ways and Means Republicans planning to draft
legislation this weekend, hold a subcommittee markup on Friday June 6, and hold a full
committee markup early the next week.

We had a productive meeting this afternoon with the Departments of Labor, HHS, HUD,
and Treasury. We agreed that we should emphasize the following list of priorities to House
Ways and Means staff at our meeting tomorrow morning:

. Half of all welfare-to-work funds should go to directly to cities, with cities and states
subject to identical rules and program requirements. (The House Republican proposal
would give all the money to states for distribution.)

. All funds should be awarded competitively, to promising welfare-to-work projects -- not
distributed based on a formula. Under this enterprise zone model, the grants would be
awarded by the Department of Labor in consultation with HHS and HUD. (The House
Republicans would distribute at least 80% of the funds on a formula basis.)

. A portion of the funds -- 20% in our proposal -- should be distributed as performance-
based bonuses, to encourage the job placement and retention of long-term welfare
recipients living in especially high poverty/high unemployment areas. (The House
Republicans have no such provision.)

. States and cities should be permitted to use the funds to create public sector jobs in areas
of high unemployment. (The House Republicans would not permit this use.)

. Strong language prohibiting worker displacement should be included. (The House
Republican draft does not include such language.)

The House Democratic alternative is somewhat vague, but it basically comports with our views
on all of these issues.
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You should know how the exact language of the budget agreement reads on these issues.
It states that the funds shall be “allocated to States through a formula and targeted within a State
to areas” with high poverty and unemployment. It then states that “a share of the funds would go
to cities/counties with large poverty populations commensurate with the share of long-term
welfare recipients in those jurisdictions.”

We still have a number of technical issues where we must clarify the Administration’s
position. In particular, we have not reached closure on (1) the precise manner in which the
performance bonus would work, (2) whether job training is an allowable use of the funds, and (3)
whether economic development projects that would employ welfare recipients would qualify for
funding. Secretary Rubin may raise the first two issues tomorrow; Secretary Cuomo will raise
the third.

The most important unresolved issue is one that Secretary Shalala will raise with you
tomorrow. Now that we have clarified our position that the Department of Labor should
administer this program, she does not believe that it should be part of the TANF welfare block
grant. HHS staff have told us that Hill staff are willing to discuss this issue, even though the
budget agreement specifically refers to these funds as part of TANF.

All participants in today’s meeting (including Barry White from OMB) agreed that we
should not try to produce additional paper (either a fuller summary, specs, or legislation) prior to
the Ways and Means markup. Time is extremely short, and we have always found it exceedingly
difficult to reduce a welfare-to-work plan to writing. The Treasury Department suggested
revisiting the issue of sending up legislation after the Ways and Means markup.
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Consistent with the budget agreement, this proposal would add $3.0 billion in cappéd
mandatory spending to TANF for welfare-to-work in areas with high poverty and
unemployment to help long-term recipients get and keep jobs.

Funding:

Challenge grants would be awarded on a competitive basis to States, cities, and
counties who have submitted applications for welfare to work programs for long
term welfare recipients. Preference will be given to programs operating in areas
with high poverty and unemployment rates.

50% of funds would be earmarked for States, and 50% for cities and counties. At
least 20 percent of the total would be provided as performance-based bonus grants
to reward success in placing and retaining long-term recipients in jobs. To apply,

states must meet an 80 percent TANF maintenance of effort.

Grants would be awarded by the Department of Labor in consultation with the

Department of Health and Human Services and the Department of Housing and
" Urban Development.

Allowable uses:

Private sector wage subsidies;

Contracts with job placement companies or public job placement programs;
Job vouchers;

Job retention services;

Job creation in high unemployment areas and on Indian reservations.

The program shall include strong assurances of nondisplacement and nondiscrimination.

5/23/97
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Overview of Possible
$3 Billion Welfare-tn-Work Funding
May 27, 1997

1. How divided among wtates. In proportion to poverty, unemployment, number on IV-A. States
would have up to 3 years to spend each year's allocation.

2. low dishursed within states. Governors must distribute at icast 80 percent of their funds o
potitical subdivisions within their statc basod on a formula developed in collaboratlon widh State
Human Resource Investment Councils. Poverty levels must be the most important fuctor in the
formula of cvery state; at least half the weight of the formuls must be poverty. Other factors that
governors may take into account include, but are not limited ta, welfare use, long-tenn welfarc
dependency, and unocmployment, At their option, governors may distribute up lo 20 percont of the
state allotiment 10 projects, such as sawraticm grants for depressed arcas, that have nationwidc or

statcwide significancoe,

3. Swie administering ugency. Punds must be adiministered through the staie TANF ageticy but
must be distributed to and spending approved by the Private Industry Councils {and successor

organizations) at the local level.

4. What stae must de to qualify:
--80% MOE '
--1 tar 2 atate/federal malch (cannot be used for any ather fedcral match)
--submit plan as an amcndment to thelr section 4U2 state plan
--agree to cvaluation
--15% udministrative cap

8. Eligible individuals. At Jeast 80 percent of a state's funds tnust be spent on long-term recipients
(18 mondhs or more) and those with 1oultiple harriers.

9. Lvaluation set aside. The Secretary of NHS will receive funds equal to .5 percent of the annual
amount and develop her own evaluation plan. The evaluation plan must be developed in
consultation with the Secretary of Lahor.

10. Allpwabje acliviligs:
--Private sector wage subsidies;
--On-th-job training;
~Contracts with job placement companies or public job placement programs;
--Job vouchers;
--Job retention services.

11. Set-acide for Indians. 1%

12. Pepalty. States that fail 10 meet the tenus of their strte plan will be required to return all
inlsspent funds.

r\Abiliion
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Democratic Principles for a Welfare-to-Work Initiative
May 28, 1997

funds fora

Purposc.-- The budget agreement provides a total of $3 billion in capped mandato ¥
welfare-ta-work initiative. These funds should be used only to eapand e suppl
low-skilled workers at high risk of reaching welfare time limits. o

Eligible participants.-- For this grant program, eligible p,
TANTF recipients who have had no significant work expe
received cash assistance for more than 36 months, and
search program under TANF without securing employ.

t of Labor, in consultation
ns on the basis of merit to
i0b opportunities for
¥ be awarded to those
and job shortage,
nunity grants. One percent
"funds should be awarded on
work requirements, with

Wty. Any unused funds should be

Distribution of funds.~ Grants should be awarded by th
with the Departments of HHS and HUD, to both State T
those proposing the most innovative and promising approaches
hard to employ welfare recipients. A subsianti
areas of a State with the highest combination
without unnecessary duplication of effort
of available funds should be reserved fo
mcrit to the cntity in the State respo
authority for that agency to contra
reallocated to qualified applican

Allowablc deijvities. s i communities should be permitted 1o offer
| SLORT ivit] Kvage subsidies to expand the supply of private
Onproﬁt or public agencms dcsngncd to address pressing

sector job¥%
community nt
programs; (4) J ) g
The program fol iR rong asSurances of nondisplacement and nondiscrimination.

51“:‘1 :
Perfgimance bonuses.
pe _éu ance bonuses to : a
ifhients in permanengh '.‘, pbs.

rtion of the funds should be set aside in later years tor
*s to reward placement and retention of long-term TANF/AFDC

HHS fifnould be awarded to a State only if the Department of Health and Human
:'#:f £ 4t 3}? i s that (1) the State cannot meet its TANF work requirements without

adt ﬂ{}d‘i? as (2) total State spending on TANF work activities in the prior fiscal ycar
exceeded State speading on JOBS programs in fiscal year 1996; (3) the State has met 100 percent
of its maintcnance-of-effort requirements under TANF; and (4) the State has the ability and

resourccs to carry out the proposed project.

JADCOLTONW P W el fare 9T\Work principles.wpd
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zﬂ Elena Kagan

05/31/97 02:37:20 PM

Record Type: Record

To: Phillip Caplan/WHQ/EOP

cc!
Subject: WTW -- Friday afternoon meeting

AT IR

. © 05/31/97 10:18:45 AM

Record Type: Record

To: See the distribution list at the bottem of this message

ce: Maureen H. Walsh/OMB/EOP, Jeffrey A. Farkas/OMB/EOP
Subject: WTW -- Friday afternoon meeting

These notes will supplement the phone call to Elena and staff briefings in passing.
Process. To recap expected timing of next steps:

Haskins expects his draft Monday morning. He will make it available to us through Palast, who
takes responsibility for getting to HHS and us. If it doesn't come directly to DPC, I'll get it
there, and will get it to Stegman at HUD and Barr at Treasury (who called about all this Friday
night).

Haskins is open to meeting with a small group late Monday to provide comments and input to a
second draft. AS noted below, he accepts that he needs some input on several issues.

Haskins expects to be able to circulate a draft Tuesday or Wednesday at the latest, with mark
up scheduled for Friday, for WTW and other matters: immigrants {(grandfathering all on the rolks
instead of the Agreement on new applicants; deportation; sponsorship at 150% of poverty
eliminates benfits; no AlDs aliens; et al - Tarplin has a complete list); FLSA; privatization; TANF
transfers for Title XX and childcare; limiting amount of high school and voc ed that can count
for TANF requirements; and Ul {Pennington).

Colton provided a preliminary list of minority amendments to the expected bill. {Kagan has by
fax; OMB staff: in your boxes).

Colton may want Administration people at meeting of Dem LAs; she will call WH and/or Palast
and Tarplin.



W&M and E&W. Haskins reported that he and the Education and Workforce committee staff have

_ been unable to agree on a WTW design. Haskins favors competition and qualitative judgements on
plans. E&W favors including the WTW money in the broad block grant approach it has approved as
the replacment for JTPA. Not clear how this will play out among the members, but Haskins is
drafting his way for now.

What do the cities think. Not yet clear. Some think they would accept the pass through from
States approach (see below), in lieu of direct grants from the Feds. Palast is to get a straight story
from the Conf of Mavyors.

Content.

Some mix of competitive and formuta grants. Proportion likely to be a members issue. Formula
will focus on poverty and unemployment and numbers on welfare.

DOL administers.

Split between States and cities, and degree of control over money by cities not clear, but may

be achieved via a statutoriliy required pass-through from States, as in JTPA. Substate formula

based on poverty plus welfare rolls, long term recipients. The Agreement says local areas must
have poverty 20% above State average, but Haskins is sceptical of reality of that figure.

‘Funding from State or locals has to be approved by PICs. This is confused due to limited
understanding of the JTPA/PIC structure; DOL will provide some drafting clarity

One/third State match ($1 State to $2 Fed), with State $ not usable to meet any other Federal
match. States must meet TANF 80% MOE. 15% admin cap.

Eligible individuals are:

1. On welfare for 30 months; or

2. Have less than one year before mandatory TANF termination; or

3. Meet any two of the following four conditions {each to be defined by the Secretary}:
School dropout;

b. Low skills;

c. Less than 3 of the last 12 months in the labor force;

d. Drug abuser.

Y]

Yelor-

HHS (not DOL) receives .5% of the annual appropriation for evaluation, developed in
consultation with DOL. (On $3 billion, this is $150 million, which has to be a typo; must be
.05%).

7 { State legislature must appropriate the grant to States; role not clear for grants to cities.

Allowable activities: )
Job creation, through public or private sector wage subsidies;
On-the-job training;
Contracts with job placement companies or public job placement programs;
Job vouchers;
Job retention services or support services if not otherwise available.

No performance bonuses.
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TANF AMENDMENTS
1. FLSA - minimum wage
. Workfarc is not employment
. States mus? count the value of food stamps and TANF cash assistance, divided by
the minimum wage, toward the hours of participation rules
. States may count the value of housing, child care, and Medicaid, divided by the
minimum wage, toward the hours of participation rules
. Once maximum workfare hours have been rcached, States may count hours spent

on other allowable activities (job search, education and training)

2. Welfare-to-work (budget agreemcent)
3 20 percent - vocational education

4, Title XX transfcr

5. Clarify pro-rata benefit reduction

SSI AMENDMENTS

1. McCrery - disabled child issue

2. California maintenance of effort

3. S$S1 fees (budget agreement)

4. Border Indians

LLEGAL IMMIGRANTS

1. Grandfather those on the rolls as of August 22 but no new applicants (altered version of

budget agreement}

2. Refugees - 7 years (hudget agreement)

If the sponsor has income of 150 percent of poverty, the alien is not eligiblc for 8SI or
Medicaid J
Public charge deportation
No welfare entry pledge
No one on welfare can bc a sponsor
AlIDS
Definition of mcans-tested programs

hed
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UNEMPLOYMENT COMPENSATION

Pennington

Actors

Christian schools

Poll workers

Trust fund ceiling (budget agreement)
Anti-fraud (budget agreement)
Indians

NoLEWD -

JADCOLTONWP\Welfare 9715-28 Shaw mark outlinc,wpd
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POSSIBLE SUBCOMMITTEE AMENDMENTS

May 28, 1997
GENERAL AMENDMENT
1. Limit the mark to items in thc budget agreement
— Welfare-to-work
— SSI fees

— Restore benefits to lepal immigrants, including new applicants present in the US on
August 22, 1996 '

— Refugees

— UTI trust fund cciling

— Ul anti-fraud

TANF AMENDMENTS

1. FLSA - minimum wage
— Work off benefit, then count job search and education
— training for 12 months, then its wages ]
— strike "workfare is not employment”

2. Welfarc-to-Work
— Modifications to Shaw mark
— Blue Dogs proposal
— Proposal based on Democratic principles

3. Miscellaneous
— 20 percent - vocational education -- take out teen parents
— Title XX transfer -- limit to 10 percent
— Contingency fund -- Lift funding cap

S§S1 AMENDMENTS

1. California maintenance of effort
— Strike ?



ID: MAY 30°'97
LEGAL IMMIGRANTS
1. Restoration of bencfits to aliens

— Pure budget agreement (include new applicants)
— Add disabled after entry paid for (?) With extension of the FUTA tax
— Small new entrants provision?
2 Non-Ways and Means issues
— Strike ?

UNEMPLOYMENT COMPENSATION

1. Pennington
— alternative?

IDCOLTONWMS-28 Subcommittce amendment list.wpd
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Differences Between Blue Dog Welfare 1o Work Proposal and Proposal X

L. Perfurmance bunus 30% of the funds allocated 1o states Would be disuribured based on
successful placenents of long-tenn wellare recipients. States would receive a basic bonus of $1000
far.each suceesaful placement, with larper bomases for placenvenity thut required preater siate eilon
(placements in arcas of high unemployment; placements of individuals with barriers to employment;
placements in new businesses created by leveraging public resources; placements that result in
earnings above 130% of poverty, eic)

The performance grant structure will address conserns about “creaming” by giving statca an
incentive to target hard to place recipients without establishing federal requirements dictating the
allocation of funde within the state. Performancs prants will direct federal funds to the most
effective progeains by rewarding states with a proven record of success.

2. Allpcation of funds within state / state delivery system. The stute plan must provide
assurances that high-poverty sreas will be targeted, hut daes nar mandate a tormula for distribution

_ of funds within the state. Likewise, the state plan must include provisinns for consultation and

coordination with locs] organizations invelved in the workforce systam, hir dnes not mandate that
funds be distributed through PICs. The program preserves the flexihlity of states to allocate tunds
in the most appropriate manner for that state, and uses the performance grant stmcture to hold states
accountable for the use of funds to prevent “creaming” or inneficient use of funds.

3. Performance guuls Stutes receiving funds under the program would be required o meet
performance goals established by the Secretary regurding placement rutes, retention rates and
camings for welfare recipients placed in private scctor employnient in order W receive federal funds
in subsequent ycars, unless the statc is implementing a conrective compliance plai approved by the
Secretory ar had an uncmployment or poverty ratc that met the requisements for the cuntingency
fund in at least three months in the previous year. The performance goals complewent ke bunus
structure to ensure that fedoral funds arc dirccted 1o effective programs and hold states accountable
for the usa of federal funda.

4. Job placemunt vouchen States would be roquired 1o provide all individuals given aasistance
under the program with the aption of receiving a job placement voucher that could be redeemed by
accredited joh placement companies or private sector employers baged on both job placement and
retention. [oh placement vouchers would empower welfare recipients to find programs that best
meet their individual needs and will encourage the creation of a competitive system of job
placement arganizations. ; ' ",

The vouchers could be redeemed hased an placements, but a portion of the payment would be
witheld until the recipiant has held emiployment far nina manths.

1
5. Grants to community bayed organizations 20% of the funds would be reserved for competinve
grants (o communitics, counlics or private cuinmnunily-based organizations (such as Communiry
Development Corporations) for prograus tu help lung-lerm welfate recipients obratn private sector
employment. The grants would be distributed wnong small; medium-sized and large communities.

o or:21
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6. Use of funds for food stamp recipients Srates wnyld be allowed 10 use up 1o 30% ol its
allocation to piace faad stamp recipients subject to the work-requirements trom the welfare bill in
private sector emplnyment. States should be allowed 1o use welfare recipients because this group is
subject to much more stringent. work requirements than TANF recipients and stares recejve less
tederal tunling for fond stamp cmplnyment and training programs than TANF funds for work
programs, {n order ta prevent “creaming” requitements could be added that funds could only be
used for individuals who met criteria regarding barriers 1o employment.

7. Job credtivn. States vould usc fundy for prograins to crcate jobs for long-term welfase recipicnts
i uceus of high poverty.(either directly or through grants and contracts with non-profit
organizations). .

8. Joh placement counted toward TANT participation ratcs Individuala who lose TANF as o
result of carnings from private sector employment obtaincd because of this progrum would be
counted in mecting TANF work participation rdtes for 12 months to give states credit for efforts to
help TANF recipients obuain and keep private sector employment that provides earnings that allow
the recipient to become self-sufficient.

!
9. Trigger for release of funds The funds would not be released unless ten or more states certity
that they will need sdditional funds to meet TANF work participation rates to ensure that the funds
will be spunt only if necessary. ‘

10. Distribution of funds amang states 70% of the tunds allncated ta states wouid be distrihuted
based on the number af'individuals thal the state must place in wark activities to meet TANF -
participatinn rates so that federal funds are directly related (o the federal mandates on states for
work programs. The remaining 30% of funds allocated to states would be distributed based on the
success of state programs through performance bonuses.

11. Administrative funds Provides scparate discrelivmucy uppropriations for grants to states for
administrstive expenscs instead of requiring siates W fund sdiministrative costs out of $3 billion
mandatory funding.

12. Stete match Requircs a 20% state match to rcquire a state Bnancial stake in the program
without unduly discouraging states from participating in the program.

oo ] ov:21 L8/0C/%0
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Blue Dog Welfare to Work Program

Section 1 Funding
(a) Mandatory Afmprnpriatinn

(I) IN GENERAL. Out of maney in the Treasury of the United Statcs nol utherwise
sppropriated, there are appropriated to the Secretary for fiscal ycars 1999, 2000, 2001 und 2002
such sums as are necessary for grants under this paragraph, in 3 total amount not 1o exceed
$3,600,000.000 if more than ten states have certified that they will be unable to mect the
reyuirements of scctlon 407¢2) of TANF In the upcoming year without additional“funds.

{ii) BUDGET SCORING.- Netwithstanding section 257(b)(2) of the Balaneed Budget und
Emergency Deficit Contral Act of 1985, the baaeline shall assume that no grant shall be made
under this paragraph after fiscal year 2002.

(b) Dlstribution of Fundy 56% of the funds would be distritmtad to states based on the
proportion ol individuals thart the state must have in work activities under the TANF participatinn
rates and 24% would be distribuled o states based on performance. The remaining 20% would
be avatlable for grants to citics, countics, conunuaites and cujmunily-based organizations.

(¢) Funds availahie until expended. The tunds would be available until expended. If states
or communities do not draw down the full amount allocated to them in sny year, the funds would
be carried over 1o the next year and redisrribiter hased on the 80/20 plit.

Section 2. Fligible states
{(a) Eligible states. A stato may receive funds ift

(1) The state has ecriificd that it will not be able to micet the rr.qunemtul: ul Scction 407

without sdditional funds
i
{2) It has a state plan for welfare ta work that meets requirement of Scction 481,

(3) Total statc spending on work programs in the prior fiscel yeur cxveeded siste spending on
JOBS programs in fiscal yoar in fiscal year 1995.

(4) The state has met program performmice gosly in the prior year, or Is implementing a
corrective action plan unlcss the state met the dcﬁmtmu of 2 needy stule for ut leust three

months in the preceding year.

(5) Certification that welfare to work funds will suppleicul, got supplant. stare funds ot
funds from other federal grants.

(6) The state has provided an cslimate of the number o7 projecied placements of recipients in
private sector employment withs the granl by valegory

l
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(b) Contents af atate plan. The siate shall submit to the Secretary of HHS a plan which includes
the followiny: ' :

(1) ldenrities a lead agency or public-private partnership with an employment focus to
administer weifare tn work prograns

(2) Deseribe activitics for placing welfare recipients into privale sector employment

(3) Provide pssurances that all recipicnts receiving assistance under the program have the
option of receiving a job placement voucher and will be informed about their options for -
using a job placament voucher.

(4) Describe how welfare to work funds will be coordinated with other programs
(5) Idemify papulations 1o be served by the program

(6) Identily communilies or regions within the state that will be served by the program and
provide uasurancey that the stdte will target high poverny areas

(7) Certification thut the sdministering entity will comply with non- displacement rules

(8) Certily that Lthe-udministering egency will consult with local communities, counties, JTPA
Scrvice Delivery Areas, local anployment vgencies, cic, in sdministering the program.

¥edoral rale. The Sec_fe.ta.ry shall review state plans te determine whether ir complies with this
eéction, All plans that contain the infarmation required in subsection () shall be approved.

Section 3 Payments to states

(A) Placement grants:

(1) 56% of the funds would be allocated to,states based nn the states percentage ot the
natiunal caseload of TANT recipients covered by work requirements. States that did not
submit plans meeting the reguirements of Section 2 would not be eligible for funds, with the
funds allocated to these states redistributed wmong the remaining states,

(2} States would reEeivc $2000 for each projected p!acei-nent 1p to the state allacation.

(3) Ntates must meel 20% match requirement for grants under this subsection.  State maich
would not be countad toward ‘I'aNF maintenance of etfort.

(4) States could receive up 1o 30% of the state allocation for programs to-place.food stamp
recipients suhject io work requirements of Section 6(0) of the Foad Stamp Act in private

secior employment.

May 30. 1997 { L:G6pm) 7
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(B) Performunce grar_lt.s.

(1) In addition 1o the grants under snhseclion (c), the Secretary shall provide each stata with
an additional grant from the remaining 30% hased on placements. ‘|'he banus payments wil]
vary bysed on the enemployment rate in the arca of the placement, the length of time the
individual had been vn assistance, barriers o employment, and the earnings of the individual.
Bonus payments would be varied as fullows;

(A) A busic $1000 bonus paymen! for ¢ach placemnent and retention of a leng-term (1&+
month) TANF cevipient for ut least nine out of twelve months in unsubsidized employinent

(B) An additiona! $500 honus payment for each placement if the individual has one of a list
of barriers 1o emplayment {lack of high schanl aducation, lack of basie skills, mental illness,
substance abuse prablems)

(C) An additional $1000 honus payment it the individual is in an area with unemployment
above 7%.

(D) An additional $500 hanus payment it the earnings of the individual in the nine months
following placement exceed 130% of the poverty level.

(E) An additional $1000 bonus for individuals plaved in ucw businesses created in arces of
high unemplayment / high peverty by leveraging public and privaie resources

(2) States are not re;quired to match bonus payments. Bonus payments must be used to help
welfare recipients obtain or retsin employment.

(3) [f claims lor perfarmance honuses exceeds the total amount of funds available for
performance bonuses, the Secretary shall make a pro rata reduction in the amouns of each
performance bonus,

(¢) Grants to communitics

(1) In General . - The Secretary may make grants in accardance with this section to
corununilies or community-based organizations for innovative programs tn move recipients of
public assistance progranis inw privdte sector work -

(2) Contents of npplicﬁtinn.’ Applications for funds under this scetion shall contain the
tollowing information: .
(1) Infurmation on how the funds will be usad to move welfara recipients into private sector

empluyient
(2) Tlow the funds will be used (v leverage private funds as well as state and local resources

(3) For communitics that have teceived grants under this section in previous years,
information regarding the sucecss of the community program in moving wellere recipients
into work

May 30, 1897 (1:06pm} 3
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(3) Awarding of Grants . -

(1) In general . - The Secretary shall award grants based on the quality of applications,
subject to paragraphs (2) and (3).

(2) Preference in swarding grants . - In awarding grants under this section, the Secretary
shall give preference to organizations which receive more than 50 percent of their funding
from State government, local government or private sources.

(3) Limitation on size of grant . - The Secretary shall not award any grants under this section
of more than $10,000,000. . ,

.

(4) Reservation of funds.
(1) 25% of the funds would be reserved for grents to cities with populations greater than
1,000,000.
(2) 25% of the funds would be reserved for grants to cities with populations between 250,000
and 1,000,000
(3) 25% of the funds would be reserv(td for grants to cities with populations under 250,000

Section 4 Use of funds

(a) In general. The funds shall be used to assist long—term.( 18+ months) TANF recipients in
obtaining and keeping private sector employmenl.

(b) Job Placement Vouchers

(1) Availability All recipients would be eligible 1o receive a job placement voucher that
could be redeemed by. job placement agencies or employers who place the individual in
private sector employment.

(2) Accreditation The administering entity would accredit placement agencies and
employers that were eligible to redeem job placement vouchers. The entity would establish
reasonable standards for accreditation, but could not establish standards that had the effect of
limiting the choices available to recipicnts of job placement vouchers.

(3) Voucher rates. States would set their own voucher rates. [fthe siate provides for
placement through contracts or other means in addition te vouchers, the voucher rates must
be comparable o the payments for placements through these other activities. The state would
set the terms for redemption of vouchers, but no more than 25% of the voucher could be
redeemed up front, and no more than 75% of the voucher may be redeemed until the recipient

has been employed for nine months.

May 30, 1997 (1:06pm) 4
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(c) Specific uses

(1) Job placement vouchers given directly to recipients that could be redeemed by job
placement companies that successfully place the recipient in a private secior job that is held
for at least nine months or by employers who cmploy the recipient for at least nine months.

(2) Contracts with placement companies or with public job placement programs (i.c.
Riverside). The conlract must provide that the majority of funds would be paid after the
individual had been placed in unsubsidized private sector employment for nine months.

(3) Work supplementation in private sector-jobs, with the subsidy period limited to six
menths, :

(4) Actlvities designed to create private sector jobs for long-term wellare recipients in areas
. of high unemployment.

(5) Grants to non-profit organizations for job creation 'érograms in areas with poverty rates
above 20% '

’

(6) Microenterprises and [ndividual Development Accounts

(7) Supportive services (transportation. counseling, etc) during the first six months of
employment for former TANF recipients who obtained private sector employment.

(d) Administration

(1) Autharization of appropriations. Authorize such sums as may be necessary for grants 1o
the administering agency in states for administrative costs. Each state's share of administrative
funds shall be based on the state’s share of total mandatory funds paid under Section 483(a).

(2) Use of ddministrative funds. Administrative funds cotild be used o develop and implement
a job placement voucher propram, administer contracts with job placement companies and non-

profit organizations.

(e) Prohibited uses.

(1) Funds couldn’t ba used 1o satisfy maiching requirements under other programs

(2) Funds couldn’t be used lo displace current workers . . .

(3) Funds couldn't be ?uscd to creale public service jobs, except for Indian reservations or
counties with unemplayment excceding 50%

May 30, 1997 (1:06pm) 5
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Section § Performance goals

The Secretary shall estoblish performance goals for states receiving assistance under this Part.
The performance gosls chall include:

(1) Goals for the percentage of individuals receiving assistance to be placed in privare sector
cinployment. The Secretary shall calculate the goal for each stare after taking into account
the unemployient and poverly rates in the state, the number of TANF recipients in the state,
the work participation rale fur the state (ufier the pro rara reduction in the rates for the state)
and the size of the TANT grant 10 the state relutive W the swaie's vaseload.

{2) Gaals lor relention rates for individuals placed in private sector employment.

(3) Goals for camings of TANF recipients placed in private seclor employment.

Section 6 Job Placement counted toward TANF participation rates

(a) Individuals who are receiving assistance under this section who last eligibility for TANF
hecanse nf aarnings from employment ghall be counted in TANF participation ratac.

(b) Assistance under this section shall not count toward TANF time limit

Section 7 Issuance of Regulations

Nut less thun 6 months after the date of the enactment of this sectinn, the Secrefary shalt
preacribe such regulations as may be necessary to implement this section.

May 30, 1597 (1:.06pm) 6
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THE WHITE HOUSE T~ Lon s udle L.I.-.Lt'l
WASHINGTON

May 29, 1997

MEMORANDUM FOR THE CHIEF OF STAFF

FROM: Elena Kagan QJ‘/

SUBJECT: Welfare to Work Proposal

Attached is the one-pager we sent to the Hill late last week outlining the Administration’s

position on the design of the $3 billion welfare-to-work fund. Also attached are one-pagers we
received this afternoon on the House Republican and Democratic proposals. The legislative
process is moving quickly, with House Ways and Means Republicans planning to draft
legislation this weekend, hold a subcommittee markup on Friday June 6, and hold a full
committee markup early the next week.

We had a productive meeting this afternoon with the Departments of Labor, HHS, HUD,

and Treasury. We agreed that we should emphasize the following list of priorities to House
Ways and Means staff at our meeting tomorrow morning:

Half of all welfare-to-work funds should go to directly to cities, with cities and states
subject to identical rules and program requirements. (The House Republican proposal
would give all the money to states for distribution.)

All funds should be awarded competitively, to promising welfare-to-work projects -- not
distributed based on a formula. Under this enterprise zone model, the grants would be
awarded by the Department of Labor in consultation with HHS and HUD. (The House
Republicans would distribute at least 80% of the funds on a formula basis.)

. A portion of the funds -- 20% in our proposal -- should be distributed as performance-

based bonuses, to encourage the job placement and retention of long-term welfare
recipients living in especially high poverty/high unemployment areas. (The House
Republicans have no such provision.)

States and cities should be permitted to use the funds to create public sector jobs in areas
of high unemployment. (The House Republicans would not permit this use.)

Strong language prohibiting worker displacement should be included. (The House
Republican draft does not include such language.)

The House Democratic alternative is somewhat vague, but it basically comports with our views
on all of these issues.
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You should know how the exact language of the budget agreement reads on these issues.
It states that the funds shall be “allocated to States through a formula and targeted within a State
to areas” with high poverty and unemployment. It then states that “a share of the funds would go
to cities/counties with large poverty populations commensurate with the share of long-term
welfare recipients in those jurisdictions.”

We still have a number of technical issues where we must clarify the Administration’s
position. In particular, we have not reached closure on (1) the precise manner in which the
performance bonus would work, (2) whether job training is an allowable use of the funds, and (3)
whether economic development projects that would employ welfare recipients would qualify for
funding. Secretary Rubin may raise the first two issues tomorrow; Secretary Cuomo will raise
the third.

The most important unresolved issue is one that Secretary Shalala will raise with you
tomorrow. Now that we have clarified our position that the Department of Labor should
administer this program, she does not believe that it should be part of the TANF welfare block
grant. HHS staff have told us that Hill staff are willing to discuss this issue, even though the
budget agreement specifically refers to these funds as part of TANF.

All participants in today’s meeting (including Barry White from OMB) agreed that we
should not try to produce additional paper (either a fuller summary, specs, or legislation) prior to
the Ways and Means markup. Time is extremely short, and we have always found it exceedingly
difficult to reduce a welfare-to-work plan to writing. The Treasury Department suggested
revisiting the issue of sending up legislation after the Ways and Means markup.



ministration’ 1far: Work hallenge Pr 1

Consistent with the budget agreement, this proposal would add $3.0 billion in cappéﬁ
mandatory spending to TANF for welfare-to-work in areas with high poverty and
unemployment to help long-term recipients get and keep jobs.

Funding:

Challenge grants would be awarded on a competitive basis to States, cities, and
counties who have submitted applications for welfare to work programs for long
term welfare recipients. Preference will be given to programs operating in areas
with high poverty and unemployment rates.

50% of funds would be earmarked for States, and 50% for cities and counties. At
least 20 percent of the total would be provided as performance-based bonus grants
to reward success in placing and retaining long-term recipients in jobs. To apply,

states must meet an 80 percent TANF maintenance of effort.

Grants would be awarded by the Department of Labor in consultation with the
Department of Health and Human Services and the Department of Housing and
Urban Development.

Private sector wage subsidies;

Contracts with job placement companies or public job placement programs;
Job vouchers;

Job retention services;

Job creation in high unemployment areas and on Indian reservations.

The program shall include strong assurances of nondisplacement and nondiscrimination.

5/23/97
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QOverview of Possible
$3 Rillion Welfare-tn-Wark Funding
May 27, 1997

1. How divided atbong stares. [n proportion to poverty, unemployment, number on IV-A. States
would have up 1o 3 years 1o spend cach year's allocation.

2. oy disbursed within states. Governors must disteibufe at lcast 80 percent of their funds 10
political subdivisions within their statc based on a formula developed in collaboration with Siate

Human Resource Invesunent Councils. Poverty levels must be the most important fector in the
formula of cvery state; at least half the weight of the formuls must be poverty. Other factors that
governors may take into account include, bur are not limlted ta, welfare use, long-term welifare
dependency, and vnomployment, At their option, governors may distribute up to 20 percont of the
state allotment 10 projects, such as saniration grants for depressed areas, that have nationwide or
statcwide significance.

3. Swute admnnistering ngency. Puods must be administered through the state TANF agency but
must be distributed to and spcnding approved by the Private Industry Councils (and successor

organizations) at the local level,

4. What state must do to qualify:
--80% MOE
--1 for 2 state/fedcral match (cannot be used for any other fedcral match)

--submit plan as an amcndment to their section 4U2 s1ace plan
--4gree 10 cvaluation
--15% administrative cap

8. Eligible individuals. At Jeast 80 percent of a siate's funds must be spent on long-term recipients
(18 months or mere) and those with multiple barriers.

9. Lvalpavon set asidc. The Secretary of I1HS will receive funds equal to .3 percent of the annua}
amount and develap her own evaluation plan. The evaluation plan joust be developed in
consultation with the Secrctary of Labor.

10. Alipwabte acuvities:
--Private sector wage subsidies;
--On-th-job training;
~Contracts with job placement companies ot public job placement programs,
--Job vouchers;
--Job retention services.

11. Set-aside for Indiaps. 1%

12. Penally. Swtes that fail to meet the tenns of their state plan will be required t return all
inlsspent funds.,

r3billion

MAY 28'Qr7 12:20 No.0US P.0O1



those proposing the most innovative and promising approaches
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Democratic Principles for a Welfare-to-Work Initiative
May 28, 1997

funds for a

Purposc.-- The budget agreement provides a total of $3 billion in capped mandato
jobs for

welfare-to-work initiative. These funds should be used only to cxpand e suppl
low-skilled workers at high risk of reaching welfare time limits. T

Eligible participants.-- For this grant program, eligible pgifitipants sh
TANTF recipients who have had no significant work expefiEnce in the
received cash assistance for more than 36 months, and Yiib have

search program under TANF without securing employ ;

ited to those
ho have &

Distribution of funds.— Grants should be awarded by th . t of Labor, in consultation

with the Departments of HHS and HUD, to both Stategd on the basis of merit to
iob opportunities for

hard to employ welfare recipients. A substanti

areas of a State with the highest combination and job shortage,
without unnecessary duplication of effort § yiunity grants. One percent
of available funds should be reserved fo funds should be awarded on
mecrit to the cntity in the State respongik : MY work requirements, with

authority for that agency to contra

T Wage subsidies o expand the supply of private
onproﬁt or public agencncs dcsxgncd to address pressing

o X

gtion of the funds should be set aside in later years for
% to rcward placement and retention of long-term TANF/AFDC

exceeded State spcndmg on JOBS programs in fiscal year 1996; (3) the State has met 100 percent
of its maintcnance-of-effort requirements under TANF; and (4) the State has the ability and

resources to carry out the proposed project.

PADCOLTONW W ellare 97WWark principles.wpd



Diana Fortuna
05/30/97 02:17:08 PM

Record Type: Record

To: See the distribution list at the bottom of this message

cc: Elena Kagan/OPD/EOP, Emil E. Parker/OPD/EQP, cynthiarice @ thinline.com @ inet
Subject: Meeting with Haskins and groups on $3 billion

Here are a few tidbits from Haskins® meeting with all kinds of groups and us on his proposal on the
$3billion welfare to work proposal. He did a side-by-side that | will circulate around.

Formula vs. competitive -- sounds like Haskins may do a split. Several parties favored a blend:
Blue Dogs, Daschle, Center on Budget,

Job creation -- Haskins said he was open to this, but said he needed a definition. Labor said it
should have a transition to unsubsidized jobs.

Worker displacement -- Haskins says Shaw won't allow anything stronger than current TANF
displacement language; he said those who want more will have to seek an amendment.

Training -- Geri Palast said that we would favor training "directly related to employment" counting
as an allowable activity. When | asked her why she said this immediately afterward, she asserted
that this was agreed upon in the meeting this morning with Cabinet secretaries. But | am not so
sure that is right; so we have to clarify.

Economic development -- People raised the HUD issue by asking whether a city could build a
casino. People didn't seem to like the idea, but weren't sure what to do.

Who's eligible -- A lot of discussion on how to best target this, with everyone appearing to agree
on the goal. People threw out those on benefits for 18 months or more plus multiple barriers and
what those should be. A woman named Roxie from DOL criticized with the Ways and Means
minority proposal that it be those on w_glﬁare over 36 months. Wendell suggested 30 months, but
APWA pointed out that some states have time limits shorter than that. So people thought if you
did 30 months, you could add in those who are within 8 months of a time limit. People also
debated whether Toad stamp 18-50 people should be eligible,

Cities -- no one but us spoke out in favor of this. Haskins said this contradicted our desire that the
money should be cempetitive, but 1 said you could have 2 competitive pots. He asked why PICs
weren't good enough for cities.

Message Sent To:

Janet Murguia/WHO/EOP
Emily Bromberg/WHO/EQOP
Kenneth S. Apfel/OMB/EOP
Barry White/OMB/EQP

Keith J. Fontenot/OMB/EQP
Jeffrey A. Farkas/OMB/EOP
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DETERMINED 70 BE AN
ADMINISTRATIVE MARKING

INTALS “Bry DATE: 3/30)0 CONFIDENTIAL DRAFT

December 10, 1996

WELFARE-TO-WORK JOBS PROGRAM DESIGN
, -

The Welfare-to-Work Jobs Challenge Fund (WTW) is intended to provide incentives to
States and cities to place long-term welfare recipients in jobs that lead toward self-sufficiency and
reduce welfare dependency. It maximizes the flexibility and innovation of States and cities
working in close cooperation with the private sector and the community by specifying measures of
success and rewarding achievement, and giving States/cities complete freedom to design the
services. The evidence of the ability of past Federally-designed job training and placement
programs to achieve significant levels of success with this population is decidedly mixed, whether
under JTPA, Welfare-JOBS, Food Stamps Employment and Training, or myriad other designs.
WTW would be accompanied by a substantially enriched tax credit to employers who hire the
target group. Although this proposed credit is much nicher than the current credit, based on
previous tax credit take up rates, the credit alone will not be sufficient to change the hiring
practices of employers, or the employment prospects of long-term welfare recipients. However,
the performance-based incentives of WTW coupled with the credit and with TANF’s work focus
and new child care funds, should, when combined into State and local strategies that integrate
other resources, catalyze substantial new job creation to make fasting improvements in the lives of
long-term welfare recipients.

Presented below is a working outline of how the Welfare-to-Work (WTW) Jobs $3 billion
spending program could be designed. It is based on the parameters set in the August
announcement of the initiative. While any aspect of the design can raise issues, the outline
highlights eight major issues the WTW workgroup identified (a ninth, worker displacement, is
presumed solved by DOL’s proposed language, as indicated below): .

City eligibility for direct grants

Definition of eligible individuals

Definition of earnings success for performance payments
Performance payments for public sector jobs

Mayoral control

Federal role in plan approval

Use of WTW funds for workfare and subsidized public sector jobs
Federal administration

PN D DN

One new element has been added to the August design for the content requirements of the
statc/city plan: A requirement that the applicant indicate how it would use voucher strategies to
permit some or all of the target population to participate in selection of service options and
providers. See Section K, “Use of funds”.
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The discussion of the WTW design is preceded by a discussion of an alternative model to
the August parameters which has been suggested by CEA.

Alternative Design: Should all, or a significant portion, of the WTW $3 billion, or an
additional amount, be made available to test and evaluate a variety of very intensive
work-based welfare strategies in a small number of places?

An alternative approach would award on a competitive b]asis to perhaps 10 cities a
sizeable amount of money ($1-$3 billion) for large-scale, rigorously-evaluated tests of different
approaches to work-based systems. This will allow cities to experiment with more expensive,
intensive programs that will be required to move hard-to-place welfare recipients move jobs.

TANF gives States roughly $1 billion more each year for al least the next four years
for jobs programs, benefits, and increased child care than would have becn available under the
prior AFDC, JOBS, and child care structure. Most states are likely to use this additional
money to introduce innovative programs that will assist welfare-recipients prepare for, and
obtain, employment; those that are successful may be promoted elsewhere.

Yet, additional expenditures may be necessary 1o assist those who have serious
difficulty in getting a job. If WT'W money is distributed to ali states and to many cities, the
additional amount per entity to spend on hard-to-place welfare recipients will be modest. Such
an approach may enhance the likelihood of reaching an announced goal of 1 million successful’
job placements. It will not, however, demonstratc on a large scale the efficacy of specific,
intensive strategies that may be necessary to help the hard-to-place find jobs.

The problem'is that we have limited experience implementing such strategies and the
available evidence suggests it will be difficult and costly. One state, Wisconsin, has designed
a radical, new substitute for welfare, called Wisconsin Works, that involves one vision of a
work-bascd support program. Other states are not moving in that direction, -howcver, in part
because of insufficient funding. There is an urgent need to test and learn about different work-
based strategies: What do they cost? Can they be operated on a large scalc? Can they be
structured as routes to unsubsidized work? If additional resources are to be spent on welfare
reform, it would be important to seize the opportunity and support innovative cities (possibly
paired with States) that want to develop different visions of work-based s_{%'stems.

Each area would apply competitively to use these funds in concert with its TANE
funds. Models could include: reliance on private, non-profit, or public sector job creation,
work-for-benefits, or pay-for-performance. Sites would be selected to represent a range of
local economies, but at least half would be in areas with above average unemployment. Part
of the funding would be set aside for a formal evaluation of the program’s success.

This alternative responds to concerns that TANF alone, or with WTW, will not
advance our knowledge of how to implement work-based welfare successfully. Moving the

2
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hard-to-place into jobs will be a tough challenge and money nceds to be spent on advancing
this knowledge base.

THE AUGUST DESIGN, ISSUES, AND OPTIONS ‘

A) Budget structure

. Budget structure. WTW will be a capped mandatory spending program.

. Pund availability. Funds will be available in the following amounts: FY 1998, $750
million; FY 1999, $1 billion; and FY 2000, $1.25 billion.

For the purposes of making performance payments during Y 1998, the Sccretary may
draw funds from the amount for FY 1999, For the purpose of making performance
payiments during FY 1999, the Secretary may draw funds from the amount for FY 2000.

. Availability for obligation. Funds would be available for obligation in the year in which
they are first available, and for two additional fiscal years. Funds would be available on a

fiscal year basis, as in TANF (vs., for example, on a July-June program year basis as in
JTPA), given the necessity for joint programming with TANF funds.

. Federa!l administration funds. Funds for Federal administration and for evaluation would
be appropriated annually in the discretionary budget. The agencies suggest about $5
million per year to support 50 FTE, plus cvaluation costs.

(B) Flow of funds; performance grants

g Total formula grants. In general, each eligible applicant (see below) with an approved plan-
. would be eligible to receive amount equal to its percentage share of the eligible

_population, applied to the 33 billion, or 31 billion annually for three years.

. Ax_xmal_fo_mn_am In general, for cach of the fiscal years 1998 through 2000, each
eligible applicant with an approved plan would receive an amount equal to its percentage
share of the eligible population, applied to $750 million. After the FY 1998 grant,
subsequent grants would be conditioned upon demonstration of satisfactory progress
toward meeting the goals of the approved plan.

. Performance grants. The remaining funds ($250 miliion in 1998 and $500 million in each
of fiscal years 1999 and 2000) would be distributed to eath grantee based on its actual
number of successful placements/retentions, up to the ma:‘cimum for which it planned..

J Performance pavments. The total Federal payment per placement -- regardless of the

LU
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© Eligible applicants and share of funds

actual cost of placement -- is calculated to be $3,000, The formula grant provides three-
fourths of the Federal share of each expected placement, or $2,250, up front, in order to
support WTW's share of the grantee’s approved plan,

For each successful placement, the grantee then earns an additional $750 performance
grant. Failure to place as many individuals as its approved plan calls for does not result in
State or city repayment of the grantee’s formula grant, but it would trigger the necessity
for corrective actions prior to receiving subsequent years’ formula grant, and, in extreme
cases, reallocation of funds to other areas.

. The actual cost per placement will be whatever the grantee chooses, and is
financed by a combination of WTW funds, State TANF biock grant funds, State
job training funds, the private sector, and other funds in the plan. While WTW
funds nced not be spent in any specific amount or proportion on any one
individual, the funds must be spent on activities intended to benefit the eligible
population (vs., for example, the welfare population generally, or those with
shorter durations on welfare). '

Timing of payment of performance grants. Beginning on October 1, 1998, performance

grants will be awarded quarterly, based on grantee certification of successful placements
to the Secretary. Certifications will be subject to audit and grantces liable for recovery of
funds for improper certifications.

States. Each State, the District of Columbia, Puerto Rico, Guam, the Virgin Islands, and
the Territories is eligible for a WTW grant. Grant funds within these entities would

‘automatically pass through, by formula, to cities which are eligible applicants. The State

administers the funds for parts of the State without cities that are cligible applicants.

Cities. Cities with the highest number of individuals in poverty also receive and administer

WTW grants. A city may, in its sole discretion, arrange for the State 1o administer funds
the city would otherwise receive.

Counties. [NOTE: this is the response to the August statement that “counties, as
appropriate” could be grantees. The term “appropriate” is defined locally] The State may
delegate administration of funds in areas for which a city is not otherwise an eligible
applicant, to a county (or a city) of its choosing. Tn States wh;re counties will be
responsible for TANF administration, a State may find it appropriate to delegate its non-
city WTW funds and responsibilities to the counties. Cities within or abutting a county
with the necessary capability could arrange to have the county administer its WTW funds.

Service Delivery Areas (SDAs) as eligible applicants. The Labor Department is exploring

e



OMB LABUR BRHNCH LU 2U2=595~10Y0 MHT £b 3¢ LEUZL NULUUD 1.2

’

an option in which the 630 JTPA SDAs, comprised of cities, counties, and other units of
local government, would constitute the eligible grantees. In this option, there would be no
State grantees.

DESIGN JSSUE #1: 100 or 150 cities

Ideally, WTW would distribute funds on the basis of the relative numbers of long-term
welfare recipients. There is no data base that does this, so the workgroup sssumes WTW will use
the distribution of people in poverty. The attached tables (Tab Ag use 1990 Census data, but
would need to be updated. They show the percentage and amount of funds which cities and
States-less-cities (“Balance of States™) would receive under the annual $750 million grant, and
from the total $3 billion.

NOTE; The illustrative tables are from a data base that only has cities of 100,000
population or more. Thus it excludes cities with smaller total population that may have
more poor people than cities that now show as being within either the 100 or the 150 list.
East St. Louis, for example is not on the list, but may qualify when there is a list of cities
by number of people in poverty without regard to total city population. Also Puerto Rico
end the territories are not shown and would change thc numbers.

Each tablc sct shows the citics in descending order of numbers in poverty, followed by the
Balance of State amounts. The first set of tables is based on 150 cities qualifying; the second on
100 cities qualifying. Items for consideration: ,
{ {

« - Where are the poor? Whether at the 100 or the 150 city level, roughly one-third of the
poor are in the cities, two-thirds in the Balance of States (this would shift somewhat on
the data base that ranks cities without regard to population size.) The iask of moving

‘welfare recipients into jobs is preponderantly a State task.

. Basis for deciding which cities should be eligible. There is no particular objective standard

that leaps out for where to draw the line on the table. On an annuat basis, only 22 cities
would have to plan for more than 1,000 job placements per year. Only 46 cities would
need to plan for more than 2,000 jobs over the three year period.

. There are 11 States with no cities that qualify. It is not uncommon in Federal programs to - -
recognize this situation by qualifying “the Jargest city in a state with no otherwise eligible
city.”

The decision on how many cities to make eligible is & pure policy call. Given the
preponderance of the poor in small cities, suburbs and rural areas, whether there are 100 or 150
or some other number of cities will not materially influence the overall success of WTW, State
behavior will be the greatest determinant.
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(D) WTW eligible individuals i

The August outline names “long-term welfare rekipicnts” who have been on the rolls for
“at least” 18 months. The caseload of adults receiving welfare for ] 8+ months numbers about 2.2
million annually. Because of normal churning of the welfare population, about half of these
individuals probably would get jobs without special State efforts. With only the 18+ months
factor, WTW is susceptible to charges of creaming and having no net impact. In addition, as the
tables indicate, the number of jobs a city or State needs to find 1o qualify for the full performancc
payment is not large. The combination of avoiding creaming and spending the $3 billion for
people in the most need suggests the necessity for an additional individual targeting factor.

DESIGN ISSUE #2: Dcfinition of eligible individuals

The workgroup identified two approaches to ensunng that the individuals for whom
WTW makes performance payments are those more likely to need the extra effort that WTW
implies, one based on the Federal government specifying an additional criterion beyond duration
on welfare, the other requiring an additional criterion, but permitting each grantee to select the
factor from a statutory list, or based on its own justification.

ion A: Specify in \ditional fact. h as:

(1) 18+ months on welfare and lacking a high schoolédiploma/GED; about 900,000
eligibles; '
(2) 18+ months on welfarc and lacking basic skills -- about 900,000 eligibles.
(3) 18+ months on welfare and lacking high school and basic skills -- about 600,000.
(4) 18+ months on welfare and living in high poverty areas — about 950,000 in areas of
20% poverty or greater, about 665,000 in 30% or greater poverty areas.
"(5) 18+ months on welfare and victim of domestic abuse, or othcr factor from a

Federal list.
. (6) 18+ an additional 6 months on welfare; about 1.9 million eligibles.
) .. . ' v
Option B: Let States and cities choose the additional factor {

Formula grants could only be used for, and payments from the 25% withheld funds could
be awarded only for, individuals the State or city document are long-term recipients and
from one of the groups above (including any other factor the State or city proposes and
justifies in its plan).

1
Option A more closely rescmbles the current JTPA structure (although JTPA does include
in its targeting menu a “Jocel choice” option); cities and States are familiar with this approach.
Option B is more consistent with the overall State flexibility principle of WTW and puts the onus
of selecting the targeting factor more on the State o city, where it belongs.
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(E) Hours worked/earnings standard for the performance payment

The August outline defined the condition for a performance payment for an eligible
individual to be placement in a job that Jasted for at least 1,000 hours during nine months. At the
time, this definition was simply an intuitive judgement that it was long enough to demonstrate the
desired focus on job retention and still seem achievable. .

The workgroup questioned whether this goal was sufficiently ambitious: 1,000 hours at
the minimum wage would qualify, but is not much of an achievement. Eamnings for 1,000 hours at
next year’s minimum wage ($5.15/hour) would be $5,150, or $10,712 for a full year’s work
(2,080 hours). The poverty level for the typical welfare family of three is $12,980 now and wilt
be higher in FY 1998, when WTW begins. This population is believed to churn in and out of
minimum wage jobs, though it is noted that there is no systematic information available at HHS
on the wage experiences of the target population.

Thus, if 2 WTW “success” is a job at minimum wage, thg typical welfare family's fuli-time
earnings would be about 17% below poverty. This level would be a significant improvement in
earnings for many on welfare, but it should be achievable with relatively limited effort, such as
might be available under TANF without WTW. '

On the other hand, it is important not to have a measure of success so difficult to achieve
as to doom WTW’s likelihood of success. The JTPA National Study found that even though
JTPA boosted welfare recipients’ earnings by as much as 50 pertent above control group member
earnings, the program did not reduce welfare and food stamp dependency among treatment group -
members. The Study found that AFDC participants® average post-program 18-month earnings
were about $5,200; average hours worked over that 18-month period -- a period double the
August outline’s 9-month standard for WIW -- were 1,072.

Notwithstanding the evidence that this is a hard group to place in better paying jobs, it is
also important to keep in mind that TANF permits each State to exempt from time limits 20% of
its welfare population, which should mean that the very hardest to employ likcly will not be in the
WTW population. Finally, as the illustrative tables at Tab A show, at least for the cities, the '
actual number of individuals that nced to be placed to gencrate a performance grant in WTW is
fairly modest, again sugpesting that a more ambitious success measure is feasible.

The workgroup also determined that there is no administrative record series that tracks
post-program hours worked. To do so would require a costly follow-up reporting system for
each grantee. Quarterly Unemployment Insurance (Ul) wage record data is available in each
State and offers an objective way to document the eamings of individuals for whom performance
payments are cleimed. Therefore, an earnings standard -- rather than an hours worked standard --
would be adopted for WTW.

DESIGN ISSUE #3: Definition of earnings success for performance payments.

7
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The work group suggests a policy goal that can be argued as “economic self-sufficiency”
for long-term welfare recipients. It is exploring approaches linked rhetorically to the President’s
1993 EITC and minimum wage goals.

In 1993, the President’s Earned Income Tax Credit (BEITC) and minimum wage policy
goal was for levels that, when combined with Food Stamps, provided income sufficient for a
female-headed family of three (the typical long-term welfare family) to escape poverty. At the
1996 poverty threshold for a family of three of $12,980, the “Minimum Wage + EITC -+ Food
Stamps > Poverty” standard requires only 30 hours of work per week, or about 1,500 hours
annually, for actual eamings of $7,725.

WTW could define its “self-sufficiency” earnings goal as --

. Option A: Wages + EITC > Poverty, excluding Food Sfamp benefits from the calculation
because they are another form of dependency. This would require annual earnings of
about $10,300, or $5.15 per hour (the 1998 minimum wage) for a 2,000 hour job. Or,

. Option B: Wages + EITC > 130% Poverty. This option uses the standard that takes a

family above the qualifying level for free lunch, or 130% of poverty. This formulation
would require annual earnings of about $14,600, or $7.30 per hour for & 2,000 hour job.

Analysis is needed to determine whether Option B places‘the success goal so far out of
reach as to be unrealistic, even in light of the 20% exemption and the modest job targets
generated by the funding structure. Some effort in this direction, however, is desirable to justify
the spending program and demonstrate that it is achieving somethmg not otherwise likely to
OCCUT.

(F) Jobs for which WTW performance payments can be macit:

. The workgroup generally agreed that WTW performange payments should be made only
for jobs that are unsubsidized (except by WOTC) and that result in the requisite earnings level.
(See also the discussion below on Use of Funds for consideration of whether WTW funds should
support workfare or other forms of job subsidy, without regard to the basis on which performance
payments are made.) ' ‘

It should be noted that some Administration rhetoric since August could lead some to
belicve that WTW performance payments are for subsidizing private sector jobs. While WTW
funds may certainly be used for this purpose (e.g., in the America Works approach), to make the
performance payment for time spent in such jobs would be premature: there would be no basis for
detcrmining if the individual had really achieved a degree of independence and earnings.

Permitting WTW performance payments for jobs for which cmployers are claiming WOTC should
be the maximum degree of subsidization allowed.
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Some in the workgroup and elsewhere have argued that especially in arcas of ocal
recession, WTW should make performance payments for subsidized jobs. Given how few jobs are
needed to satisfy WTW requirements (see Tables at Tab A), this does not seem necessary. TANF
and other funds can and will support workfare and subsidized jobs in any case. WTW
performance payments should focus on an individual echieving employment status outside the
welfare system. : ¢

The work group was, however, sharply divided over the (']uestion of paying performance
grants for unsubsidized jobs in the public sector. The August design stressed private sector jobs
but did not explicitly address whether performance payments could be made for regular,
unsubsidized jobs in Federal, State, or local government. As the attached table (Tab B) notes,
public jobs make up 15 to 25 percent of the job opportunities in most local labor markets, more in
a few places. On the other hand, public agencies are not eligible for the WOTC and most
employment growth is occurring in the private, not the public sector, so it is likely that most
WTW job placements will be in the private sector. Paying off for public jobs could also raise the
specter of the much-maligned CETA public service employment program.

 DESIGN ISSUE #4: Performance payments for public jobs

The choices range from no public jobs, through a cap on public jobs, to total local
discretion.

. Option A: No payments for public jobs. A complete bar on performance payments for

such jobs. This may present difficulties in areas of high public employment.

. Qption B: Cap on.pavments for public jobs. This could be an arbitrary cap, such as 10%,

or a limitation based on the presence of public jobs in the local labor market: if the local
“labor market has 15% of its total employment in the public scctor, only 15% of the jobs
qualifying for performance payments could be in the public sector.

’ Qpngnﬂ._ﬂo_hmpaxmwmm Complete State and city discretion.

It is difficult to craft a credible argument that jobs in the public sector are somehow not
real or appropriate Jobs for long-term welfare recipients. Allowing public job placements to count
does not necessarily weaken the private sector emphasis of the program, or somehow make it like
CETA, though this criticism will be made. The issue of whether WTW is more like CETA with
all is perceived faults, is more likely to arise with the use of WTW funds, as discussed below, not
the basis upon which performance payments are made. If there has to be some limitation, doing it
with reference to the share of public jobs in the area is defensible.

(G) Application process
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»  DProgess. States and eligible cities submit a plan at the same time to the Secretary, at a
time and in the manner designated by the Sccretary, for their share of the formula grant
funds. Initial applications would be for the full program period (3 years of annual formula
grants, plus the additional time needed to meet the job retention goal) with annual
reporling, updates and plan amendments. Plans would bc'lmodlﬁed by grantees as
necessary, in accord with procedures the Secretary determmcs

’ Satisfactory progress. Grantees will be required to show satisfaclory progress toward
their jobs goal in order to receive second- and third-year formula grants. Failure to show
such progress will result in required plan modification and, at the discretion of the
Secretary, could lead to a realiocation of funds to other gratitees with a greater likelihood
of success.

. Public comiment. Applications must be made available for public comment prior to
admission to the Secretary. The final submission will md:catc what public comments were
received, and how they are reflected in the plan. "

(H) Plan content

. Linkages and Jeveraging of resources. How the resources from State TANF, Child Care
and Development Block Grant, JTPA, Work Opportunities Tax Credit (WOTC) and other

sources will be used to help achieve the jobs goal.

. Siakeholder participation. How the TANF edministering entity, the private sector,
community-based organizations, labor representatives, EZ/EC plans, CDFI grantees,

' JTPA scrvice delivery areas, educational institutions, the Employment Service, and other
job training and placément entities and economic development activities have been brought
together to plan the WTW activities, and how their participatign will help achieve the jobs
goal through use of their financial or in-kind resources, hiring ¢ommitments, or in other
ways. :

' Labor protections. How the job placements generated by WTW funds will be covered by
the Fair Labor Standards Act and other labor protection laws, and will satisfy the
nondisplacement, nondiscrimination, and wages and working conditions provisions of
sections 142 through 144, and 167(a)(1) and (2) of the Job Training Partnership Act, as
amended, and the additional labor protections included in the Administration’s Work and
Responsibility Act (see language at Tab C).

Labor Department policy officials believe the language meets organized labor concerns.

. Organized labor would welcome a requirement that would extend the labor

10
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protections described above to any programs (especially TANF) that grantees use
in conjunction with WTW Jobs funds. However, such an extension could have the
unintended efTects of discouraging the merging of WTW and TANF funds and
creating separate tracking of funds to avoid the additional labor protections.

. Job placements. The number of projected job placements consistent with the share of
funds, and how these placements will occur in jobs that can be expected to continue afler
the retention period has expired.

(I) The relationship of the city to the State

Mayors of the largest cities will receive WTW Jobs funds directly and “control” their
expenditure, At the same time, WTW funds must, to have a chance of being effective, be
deployed locally in a manner that is fully consistent with State TANF and child care plans and
spending. Under TANF, it is the State which is responsible for the welfare population, although
States may devolve significant control to lower levels of government -- mainly counties, 1t is
therefore not possible to give mayors totally independent control over WTW and still hope to
have a successful program.

DESIGN ISSUE #S: Mayoral control

To balance mayoral control with necessary State coordination, the workgroup considered
three options for local plan approval and funding arrangements.

' Option A: Consultation. Mayors must consult on their plans with Govemnors, but are not
required to incorporate or report to the Secretary any comments received, or to secure
* Governor approval. This model assures the Governor the opportunity for input, but the
" degree to which his input is accepted is solely at the discretion of the mayor.

. Option B: Joint responsibility. Mayors must work with Governors to gain their approval

prior to plan submission to the Secretary. Cities that could not secure Governor approval
of their plans would be ineligible for WTW Funds. Their formula allotment would be
reallocated among other eligible applicants in the State, including the Govemor. This
model maximizes the likelihood of close coordination between TANF and WTW, but at
the expense of mayoral independence.

. qummm_mnmdgmmgunmgm A step-by-step process; (1) Mayors
would develop their plans with Governors in whatever manner the two players work out,
(2) The mayor’s plan would, “to the greatest extent feasible,” reflect Governor views in
the plan. (3) If mayors cannot reach initial agreement with the Governor, they would be
required to attach the Governor's comments to the application 1o the Secretary and to
explain the areas of disagreement to the Sccretary. (4) The Secretary could retum the
plan to the mayor to ask for additional explanation. (5) The Secretary could suggest

11
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alternatives to the mayor and the Governor, to help ¢btam a mutually satisfactory plan.
(6) In the end, the mayor's preferences control. This model n*ua;.muzes the opportunity for
the mayor and Governor to work out their differences, but retains ultimate mayorsal

control. '

The workgroup believes the third option strikes an appropriate balance between local
control and the imperative of consistency with Statewide TANF strategies.

(J) Federal plan approval

As with virtually all Federal grants to States and cities, there needs to be a Federally-
accepted plan upon which Federal funds flow to grantees. Federal programs offer a range of
options for the degree to which the Government excrciscs control over the content of the
grantec’s plan as a condition for receipt of funds.

DESIGN ISSUE #6: The Federal role in WTW plan approval..

The workgroup identified two primary options for the Federal role, the TANT model and
the JTPA model.

Qption A; TANF model. Under TANF, the Federal role is limited to checking for completeness
guidance and oversight are minimal. - The burden of design adequacy rests with the State. Funds
are not conditioned on the quality of the plan or its likelihood of success, as judged by the Federal
government. b

Option B: JTPA model. In JTPA and many other Federal programs, the Federal government
plays a2 more substantive role. With limited funds available to achieve the stated purpose, the
Federal government is presumed to have a stake in, and expertise in, determining what approaches
most effectively satisfy the requirements of the program statute. Under this approach, the
Secretary would approve plan applications based on a “reasonable expectation of success.”

Because WTW Jobs rewards activities primarily financed under TANF, departing from the
“de minimus” TANF role would be difficult to justify, even though the JTPA model is more the
Federal norm. Because the Secretary withholds 25 percent of WIW Jobs funds, the Federal
leverage to encourage good performance is inherent in the WTW design, without regard to the
plan approval process. Arguably, the carefully specified plan content requirements (above),
coupled with full payment only for the showing of performance, can ensure accountability for
WTW Jobs funds without a more meticulous plan approval process, It is likely, however, that a
TANF-like approach will be criticized by some for failing to provide effective Federal oversight. -

R

(K) Use of funds {

States and localities arc generally free to devise whatever program plan they choose,

12
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provided their plan makes clear that the resuit will be successful placement in jobs qualifying for
the performance grant, up to the level determined in the formula allocation. In addition, three
broad types of activities would be cited. They include:

(1) Proven models of job creation and placement WTW may replicate programs which

various localities have used successfully to place highly disadvantaged individuals.

(2) lobs in expanded child care, through creation of jobs for eligible individuals in

expanded community-based child care centers aid other sources of affordable child care.

(3) Iobs created through cleaning up and rebuilding communities. Creation of jobs
through environmental clean up; such as under Brownfields programs, and resulting
economic development; EZ/EC incentives for new job creation in high poverty areas; and
housing rehabilitation. Housing redevelopment programs, such as YouthBuﬂd also could
be part of local community plans for these activities,

Applicants would be asked to show how they have provided for the use of voucher
strategies that permit some or all of the eligible population to select or participate in selection of
service options Or service providers:

The most sensitive issue for use of funds is whether they may support workfare or other
forms of job subsidization in the public sector. This issue is the forum for determining whether
WTW is open to attack for being CETA in another guisc.

DESIGN ISSUE #7: Usc of WTW funds for workfare and subsidized public sector jobs.

“The August outline is clear that the purpose of the program is to help create job
opportunities in the private and non-profit sectors and that States and localities “would be granted
maximum flexibility to develop job creation strategies -- including, where appropriate, in the
public sector.” While the language is ambiguous about using WTW funds specifically for
“workfare,” there was general (but not unanimous) agreement that WTW funds should not be
used for workfare. In contrast, if “workfare” jobs are something local areas believe are warranted
or necessary to prepare long-term welfare recipients for work, it might harm WTW’s chances of
success to bar its use for this purpose, even though TANF resources are already available for that

purpose.
. Opti A. Prohibit use of WTW funds fi A bsidized public jobs.
. 101 i ] i

The issue here is not whether workfare or public jobs subsidization arc valuable
employability development tools, but rather whether WTW funds should be available for that
purpose in addition 10 TANF and other funds. The key for WT'W is the performance payment for

13
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regular, lasting employment, not the manner in which a long-term welfare recipient acquired the
skills and knowledge needed to get and hold such a job. On the other hand, using WTW for
workfare raises the unwelcome CETA issue. TANF already permnits the use of its funds for such
purpose.

(L) Accountability and evaluation

. The basic design of WTW -- rewarding only success -- ensures grantee accountability. 1t
is also essential that the Federal government, and the States and cities, learn which WTW
strategies work best, in what situations.

. WTW will require periodic reports from each grantee on progress toward meeting the plan
goals, with analysis of successes and problems. In addition, the Secretary will establish an
on-going evaluation capability that will establish baseline data at the outset and permit an
assessment of whether the WTW strategy is working during its sccond and third years,
and an overall assessment of its net impact on the long-tdm welfare population.

. The authorization for appropriations for WIT'W ends after the third year, in order to make
clear that the decision on whether to seck additional appropriations beyond the initial $3
billion should turn on whether this program design has proved successful.

(M) Administering agency

The WTW workgroup did not address the issue of which Federal agency should be the
lead administering entity for WTW Jobs. This issue was deferred in August. The discussion
below is divided into two issues: 8(a), HHS or DOL; and 8(b) interaction between DOL and
HHS, should one or the other be designated lead.

DESIGN ISSUE #8: Federal administration
"8(a) Should HHS or Labor administer WTW?
OMB offers the following surmmary of this issue.

HHS and DOL can each make a strong case for assuming administrative responsibility. As
administrator of TANF, HHS remains the principal source to the States on welfare policy.
Administrative case and cfficiency, extensive knowledge of the welfare population, and the
complex interactions bctween TANF and WTW’s multiple sanctions and rewards, argue for a lead
role for HIIS in WTW Jobs.

On the other hand, DOL has a proven track record of workmg for dccades with low-

income adults; currently 35 percent of JTPA title II-A participants are AFDC recipients. Like
WTW, JTPA stresses employment outcomes through a system of performance standards. JTPA

14
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also has strong ties to mayors, county commissioners, and local emplbyers through its 600
business-led Private Industry Councils.

If DOL has the lead, States would deplore answering to two federal bureaucracies -- DOL
for WTW and HHS for TANF -- as they administer their complementary, commingled welfare
funds. Mayors would likely gladly accept DOL as lead agency for the WTW funds since they
work with DOL on JTPA and have for many years.

1t is possible to defer this issue past the Budget database lock in early January, by
including in the Budget an “allowance” of $750 million in FY 1998 and $3 billion for FY 1998-
2000 (plus administrative costs) that is not assigned to either agency. However, deferring this
issue means losing the ability for the administering agency to work actively with key
Congressional members to obtain the legislation and FY 1998 appropriation.

8(b) Interaction between HHS and Labor

Regardless of which agency has the lead, the programmatic interaction between TANF
and WTW requires a close working relationship between HHS and DOL This relationship could
take various forms. Primary options arc; :

Qption A: Consultation, Under this option, the lead agency would, by statute, be required to
consult with the other agency on all aspects of WTW program administration, and its interaction

with TANF, At a minimum, consultation would occur on standards for WTW plan content,
review and approval of applications, progress reports, corrective action or funding reallocation,
and the design and conduct of the evaluation. This option would provide a formal participatory
role for the other agency, but ensure a clear line of responsibility to the lead agency.

Option B: Joint approval. Under this option, HHS and Labor would jointly administer WTW,
This option would adapt the model included in the Clinton Administration’s School-to-Work
(STW) Opportunities Act, in which the Secretanes of Education and Labor “jointly provide for,
and exercise final authority over, the administration of the Act” and have final authority to jointly
issue whatever procedures, guidelines, and regulations the Secretaries consider necessary and
appropriate to administer and enforce the Act. To avoid some of the complexity of STW, funds
would be requested only in the lead Department, and the joint STW staffing pattern would not be
followed. While this option is more complex than the consultation model, it ensures the
administrative and policy strengths of both agencies will be brought to bear on WTW.

15
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POVERTY LEVELS, RATES AND RANKS
( Places of al least 100,000; 1990 Census)

Cily

Rank

QO & WK -

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
26
27
28
29
30
31
32
33
34
35
36

U.S. Tolal.........coone.
Cilies
New York city
Los Angeles cily
Chicago cily
Houston city
Detroit city
Philadalphia cily
San Antonio cily
Dallas city
Baltimore  cily
New Orleans cily
San Diego cily
Cleveland  city
Phoenix city
Memphis city
Milwaukee cily
El Paso cily
Miaml city
Columbus city
Allanta cily
Boston clly
Dislrict of Columbla
St. Louis city
San Francisco city
Indianapolis city (remainder)
Cincinnali  cily
Fresno cily
Buffalo cily
Austin city
Jacksonville city (remainder)
Tucson city
Denver city
Forl Worth cily
Pitsburgh cily
San Jose cily
Newark city
Long Beach cily

Persons in
Poverly

31,699,669
10,496,370
1,384,994
643,809
592,298
332,974
328,467
313,374
207,161
177,790
156,284
152,042
142,382
142,217
137,406
136,123
135,583
128,806
109,594
105,494
102,364
102,092
-96,278
95,271

- 90,019

89,831
85,319
83,108
81,601
80,369
80,016
79,287
78,515
76,597
75,172
71,676
70,702
69,694

Share of
1B
{$.in.000)

$43,691
$20,310
$18,685
$10,504
$10,362
59,886
$6,535
$5.609
$4,930
$4,796
$4,492
$4,486
$4,335
$4,294
$4.277
$4,066
$3,457
"$3,320
$3,229
$3.221
$3,037
$3,005
$2,840
$2,834
$2,691
$2,622
$2.574
$2,535
$2,524
$2.501
$2.477
$2,385
$2,374
$2,264
$2,230

$2,199

Jobs

14,564
6,770
6,228
3,501
3.454
3,295
2,178
1,870
1.643
1,599
1,497
1.495
1,445
1,431
1,426
1,355
1,152
1,109
1,076
1.074
1.012
1.002
- 847
945
B97
874
es8
B45
841
834
826
7495
790
754
743
733

.....150 Cities and 50 States

Annual
Allccation
Based on

$750M

$32,768
$15,232
$14,014

$7.878

37,771 .

37414
$4,901
34,206
$3,698
$3,597
$3,369
$3,365
$3.251
$3.221
$3.208
$3,049
42,593
$2,496
$2,422
$2,415
$2,278
$2,254
$2,130
32125
32,019
$1,966
31,931
$1,901
$1,693
$1,876
. 91,858
$1,789
31,178
$1,696
$1,673
$1.649

Share of
$38
{£.in 000)

$993,358

$131,073

3$60,929
$56.,054
$31.512
$31,086
$29,657
$19,605
$16,826
$14,790
$14,389
$13.475
$13,459
$13,004
$12,882
$12,831
$12,190
$10,372
$9.984
$9.Ga8
$9.662
$9.112
$9.016
$6,519
$8,501
$8,074
$7.865
$7.723
$7,606
$7,573
$7.504
37,431
$7,154
$7,114
$6,783
$6,691
$6,596

Jobs

331,119
43.691
20,310

118,685
10,504
10,362

9,886
6,535
5,609
4,930
4796
4,492
. 4,486
4,335
4,294
4,277
4,066
. 3,457
3,328
3,229
3,221
3,037
3,005
$ 2,840
2,834
2,691
2,622
2,574
2,535
2,524
2,501
2477
2,385
2,371
2,261
2,230
2,199

Share of
$18

($.in.C00)
30,692 487
9,489,188
$45,125
$20,976
$19,298
$10,849
$10,702
$10,210
$6.750
$5.793
$5,092
$4,954
$4.639
$4,634
$4,477
$4.435
24,417
$4,199
$3,571
$3,437
$3,335
-$3,326
$3,137
$3,104
$2,933
$2,927
$2.780
$2,708
$2.659
$2,619
$2,607
32,583
$2,558
$2,463
$2,449
;82,335
$2,304
$2.271

__100 Cities and 50 States

Jobs

15,042
6.992
6,433
3.616
3.567
3,403
2,250
1,931
1,697
1,651
5,546
1,545
1,492

1,478
1.472
1,400
1,190
1,146
1,112
1,109
1,046
1,035

978
976
927
903
886
873
869
861
853
82t
816
778
768
757

‘Annual
Aliocation
Based on

$750M

533,044
515,732
314,473
58,137
$8,026
$7.658
$5,062
$4,344
$3,819

$3,715 -

$3,479
$3,475
$3,358
$3,326
$3.313
$3.149
32,678
32,579
$2,601
$2,495
$2,353
$2,328
$2,200
$2,195
$2,085
52,031
51,994
51,964
$1.955
$1,937
51,912
$1,847
$1,837
$1,751
$1,728
- $1,703

Share of
338
(5.in_000}

$927.509
$135375
$62,928
$57.893
., $32,546
$32,706
$30,630
£20,249
$17,378
$15,276
$14,861
$13,917
$13,901
513,41
513,305
$13,252
$12,598
£10,712
$10.01
$10,005
$9.979
$9.411
$9.312
$68,799
$8,780
58,339
$6,123
$7.976

- $7.858
$7.821
$7,750
$7.674
$7,388
$7.348
$7,006
$6,911
56,812

. L] .-

Jobs

308,170
45,125
20,976
18,298
10,849
10,702
10.210

6.750
5,793
5,002
4,954
4639
4,634
4,477
4,435
4,417
4,189
3,571
3437
3.335
3,326
3,137
3,104
2,933
2,927
2,780
2,708
2,659
2,618
2,607
2,583
2,558
2,463
2,449
2,335
2,304
2271

fun
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37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
56
59
60
61
62
63

65
66
67
68
€9
70
"
T2
73
74

POVERTY LEVELS, RATES AND RANKS
( Places of at least 100,000; 1920 Census)

Cklahoma Cily cily
Qakland cily

Minneapolis  cily
Kansas City cily
Birmingham  city

Nashville-Davidson {remaindr)

Toledo cily
Sacmamenio ity
Portland city
Seallle city
Louisville  city
Balon Rouge cily
Tulsa city
Albuquerque  cily
Tampa cily
Rochesler city
Santa Ana -city
Corpus Christi cily
Sheaveport  cily

Oayton city
Laredo cily
Akron city
St Paul cily
Stockton cily
Norfolk city
Jackson cily
Mobile city
Jersey City cily
Charlotle cily
Flint city
Omaha cily
Richmond  cily
Wichita city

Harllord cily

San Bemardino city
Lubbock cily
Syracuse city
Providence city

Persons in
Poverly
G9,096
68,781
65,556
65,381
64,572
62,497
62,426
62,232
62,058
61,681
59,144
54,669
53,768
52,903
52,557
52,237
51,835
50,525
49,215
46,480
45,126
44,544
44,115
43,990
43,944
43,216
42,838
42,539
42,312
42,218
41,357
40,103
37,321
36,397
36,174
34,693
34,402

34,120

....150Cities and 50 Siales

Share of
$1B
{$in 000)
$2,180
$2,170
. $2,068
$2.063
$2,037
$1,972
$1.969
$1,962
$1,958
$1,946
$1,866
-$1.725
$1,696
$1,669
$1.658
$1,648
$1.635
$1,094
$£1.562
$1.4G0
$1,424
$1.405
$1.352
$1,388
$1,386
$1.363
$1,351
$1,342
$1,335
$1,332
$1,305
3$1.265
81,177
51,148
31,141
$1,091
$1,085
$1,076

Annual
Allocation  Share of
Based an 3B
Jobs $750M  (8.in 0C0)
727 $1,635 $6,639
723 $1.627 $6,509
689 31,551 $6,204
668 $1,547 $6,188
679 $1,528 $6,111
657 $1.470 $5,915
656 $1,477 55.808
654 $1.472 $5.,890
653 $1,468 $5,873
649 $1.459 $5,837
622 $1,399 $5,597
575 $1,293 $5,174
565 $1,272 35,089
556 $1,252 $5,007
553 $1,243 $4,974
549 $1,236 54,944
545 $1.226 34,906
&N $1,195 $4,782
510 $1,164 34,659
409 51,100 31,399
475 $1.0G8 54,271
4G8 $1.054 $4.216
464 $1.044 $4,175
463 $1.041 $4,163
452 $1,040 $4,159
454 $1.022 $4,090
450 $1,014 $4,054
4A7 $1.006 34,026
445 $1.001 S4,004
444 $999 $3.995
435 $£978 $3.914
422 $949 $3,795
392 $883 $3,532
383 $861 $3,445
380 " $856 $3.,423
364 $818 $3.274
362 5814 $3,256
359 3807 $3.22¢

Jobs
2.180
2,170
2,068
2,063
2,037
1972
1,969
1,963
1,958
1,846
1,666
1,725
1.696
1,669
1,658
1,648
1635
1,594
1,553
1.1GG
1,124
1,405
1,392
1,388
1,386
1,363
1,351
1,342
1,335
1,332
4,305
1,265
11477
1,148
1,141
1.091
1,085
1,076

Shase of
$18
($.in 00D)
$2,251
52,241
52,136
$2,130
$2,104
$2.035
$2,034
$2,028
$2,022
$2,010
$1,927
$1,781
$1,752
$1.724
$1.712
$1,702
$1.68%9
$1.646
$1.603
$1.514
$1.470
$1.451
51,437
$1.43)
$1,432
$1,408
31,396
$1,386
$1,379
$1,376
$1,347
$1,307
$1,216
$1,186

$1,179

$1,127
31,921
51,112

Jobs
750
747
712
710
701
679
678
676
674
670
642
594
584
575
571
567
561
549
534
505
490
484
479
478
477
459
465
462
460
459
449
436
405
395
393
376
374
KYa|

‘Arnual
Allocation
Based on

$750.M

$1.688
$1.681
$1,602
51,598
$1,578
$1.527

$1,525 |

$1,521

$1.516

$1.507
$1.445
$1.336
$1.314
51,293
$1.284
$1,276
$1,267
$1.22%
$1,203
$1,136
$1,103
51,088
$1.078
$1.075
$1,074
$1,056
$1,047
$1,039
$1.034
$1,032
$1,011

$980

$912

$889

$884

$845

S841

$834

_ .. 100 Cities and 50 States

Share of
$3B
($.in_000)
$6,754
$6,723
$6.408
$6,391
$6,312
$6,109
$6,102
$6,083
$6,066
$6.029
$5,781
$5,344
35,255
$5.171
$5,137
$5.,106
$5,067
$4,939
£4.610
4,943
24,411
$4,354
$4,312
$4,300
$4,295
$4,224
$4,187
$4,158
$4,136
$4,127
$4,042
$3,920
$3.648
$3,558
$3,536
$3.381
$3,363
$3,335

-

Teete

Jobs
2,251
2.241
2,136
2130
2.1C4
2.035
2,024
2,628
2022
2,010
1,927

1,781
1,752
1.724
1,712
1,702
1.689
1,646
1,603
1,514
1,470
1,459
1,437
1.433
1.432
1,408
1,396
1,386
1,379
1,376
1,347
1,307
1,216
1,186
1,179
1,127
1,121
1,112
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POVERTY LEVELS, RATES AND RANKS

{ Places of atleast 100,000; 1930 Census) E
__ 150 Cities and 50 Stales %00 Cities and 50 States T
A e Aol '
Share of Allccation  Share of Share of Altocation  Share ol tL
Persons in 518 Based on $38 s18 Based on 538 :
Poverty  (3.in000) Jobs $750M  (5.in_000) Jobs (5.in000)  Jobs 37S0M  (5.in000) Jobs ;
75 Gary city 33,964  $1,071 357 $804 ©  $3,214 1,071 $1,107 369 $830 $3.320 1,107 -
76 Mialeah city 33830  §1,067 356 $800 $3,202 1,067 $1,102 367 $827 3,307 1,102 -
77 Monlgomery city 32,718 $1,034 345 $776 $3,102 1,024 $1,068 356 $801 $3,204 1,068 ¢
78 Knoxville city 32,189 - $1,015 338 $762 $3.045 1,015 $1,049 350 $787 $3,146 1,049 °
79 Ceolumbus cily {remainder) 31,811 $1,004 315 $753 $3,011 1,004 $1.036 345 $777 $3,109 1,036
80 St Petersburg city 31475 $993 331 $745 $2,979 993 $1,025 342 769 $3,076 1,025
81 Springfield  cily 30,241 $954 318 $715 $2,862 954 3985 328 5739 $2,956 965
82 lexinglon-Fayelle . 30,108 $950 317 $712 $2.849 950 3981 327 $736 92,943 981
83 Colorado Springs clly 29,973 $946 s $709 $2.837 946 5977 326 £732 $2,930 977 '
84 Honolulu CDP 29,873 $942 314 $ro7 32,827 942 $973 324 3730 52,920 973 .
B5 Spokane city 29,863 $942 314 $707 $2,826 942 $973 324 3730 $2,91¢2 973 [‘
86 Savannah cily . 29,854 $942 314 $706 -$2,825 942 $973 -324 3730 52,918 973 *+
87 East Los Angeles COP 29,355 $926 309 3695 $2.778 926 $956 318 N7 $2,869 956
86 Grand Rapids city 29,103 $918 306 $689 $2,754 918 $948 316 $711 $2,845 948 |
89 Las Vegas city ) 29,084 $917 aoé $ces 32,752 917 $948 316 $711 $2,843 948 .
S0 Madison city 28,640 £903 301 3678 §2710¢ . 903 $933 KRR $700 $2,799 933
91 Tacoma cily _ 28,632 5903 301 3677 $2,710 903 $933 In $700 $2.799 933 ¥
92 Anaheim cily 27,933 - 5801 294 $G51 $2,644 881 3910 303 $663 $2,730 910
93 Mesa cily 27.087 5854 205 $G41 $2.563 054 $893 294 $662 52,648 893
94 Chaltanooga cily 26,003 3046 262 $G34 $2,537 HELH) $072 297 §655 32,620 673
85 Kansas Cily city 26,433 $834 278 625 $2,502 834 $861 287 $646 $2,584 861
96 Riverside cily 26,280 $829 276 $622 $2,487 829 3856 285 $642 $2,569 856
97 Amarille city 26,058 $322 274 $617 $2,466 822 $849 281  $637 $2,547 849
98 Bakerslicld cily 25782 $813 271 $610 $2,440 - 813 $840 280 $630 $2.520 T 840~
99 Paterson cily 25677 . $810 270 $608 $2,430 810 $837 279 $627 $2,510 837 -
100 Salt Lake Cily cily 25,651 $809 210 $607 $2,428 809 $836 279  ~ $627  ..$2.,507 836 |
101 Tallahassee cily 25,518 $805 268 $604 $2,415 805 ¢
102 Glendale cily 25484 S804 268 $603 $2,412 804 v
103 New Haven cily 25,481 5804 268 $603 $2.411 804 '
104 Lillle Rock city 25,193 8795 265 $596 $2.384 795
105 Macon city 25178 5794 269 $596 $2,283 794 -
106 Fort Lauderdale city 24,793 s78Z 261 $587 $2,346 782 ¢
107 Lansing city 24,513 5773 258 $580 32,320 773 J
108 Worcester  city - 24,228 $764 255 $573 $2,293 764 _
109 Des Moines city 24,137 $761 254 $571 $2,284 761 i
110 Orlando cily 23,797 $751 250 $563 $2,252 751 :
111 Pomona city 23,648 $746 249 $560 $2,238 746 E
- |

112 Beaumonl cily o 23,494 $741 . 247 $556 $2,223 741

oA
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POVERTY LEVELS, RATES AND RANKS
{ Places of al least 100,000; 1990 Census}

113
114
145
116
117
118
1192
120
121
122
123
124
125
126
127
128
129
130
131

132
133
134
135
136
137
138
139
140
141

142

143

144

145

146

147

148

149

150

Bridgeporl city

El Monte cily
Springfield  cily
Newporl News city
Raleigh city
Virginia Beach cily
Arlinglon city
Modesto city
Winston-Salem city
Lincoln cily
Peoria cily
Yonkers city
Greensboro  city
Erie cily

Fort Wayne city
Durham city
Pasadena  city
Tempe cily
Eugene cily
Rocklotd  cily
Huntsville cily
Portsmouth  city

Ontario city
Evansville cily
Inglewood  cily
Oxnard city
Elizaberh city
Glendale  cily

Pasadena cily

Salinas cily
Aurora cily
Irving city
Anchorage  cily
Reno cily

Scuth Bend cily
Garden Grove city
Topeka cily
Garand city

Persons in
Poverty
23.4G3
23,446
23,223
23,169
22,942
22.307
21,272
20,930
20,713
20,521
20,516
20,436
20,214
20,192
19,531
19,163
16,0423
18,603
18,176
-18,127
18,093
17,920
17,853
17,812
17,806
17.608
17.451
16,756
16,724
16,652
16,288
16,209
15,614
15,085
14,854
14,652
14,292

14,062 -

. 150 Cities and 50 States

Share of
318
{$ in OG0}

$740

$740
$733
$731
$724
$704
$671
$660
3653
'$647
$647
$645
$638
$537
$616
$605
$601
$567
3573
$572
3571
$565
$563
$562
$562
$555
$551
$529
$520
$525
$514
$511
$493
$476
$469
$462
$451
$444

Jobs
247
247
244
244
241
235

224

220
218
216
216
215
211
212
205
202
200
186
191
191
190
188
188
187
187
185
184
176
176
175
1m
170
164
199
156
154
150
148

Annual
Allocation
Based on

$750 M

$565
5955
5549
$548
$543
$528
3503
$495
3490
$£486
%485
$464
$478
$478
$462
5453
$451
$440Q
$430
$429
$428
$424
$422
$421
3421
$417
$413
$396
3396
$394
$385
$383
$369
$357
$351
8347
$338
£333

Share of
3B

($.in 000}
$2.220
$2.219
52,198
$2,193
$2,171
$2,111
$2,013
$1,961
$1,960
$1,942
$1,942
$1,934
$1,913
$1.,911%
$1,848
$1.814
$1.802
$1,761
$1,720
$1,716
$1.712
$1,696
$1,680
51,686
$1685
$1,666
$1,652
$1,5086
$1,583
$1,576
$1,941
$1.534
$1.478
$1.,428
$1,406
51,387
51,353
$1.331

Jobs
740
740
733
731
724
704
671

- 660
653
647
647
645
638
637
616
605
601
587
573
L72
571
565
563
562
562
555
551
529
526
525
514
511
493
476
469
462
451
444

Share of
$1 B
{$in000)

100 Cities and 50 Siates

Jobs

Annual
Allocation
Based on

$750M

Share of
sig
{5.in 000)

Jobs

[ IRL
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POVERTY LEVELS, RATES AND RANKS
( Places of at teast 100,000; 1990 Census)

Slale
Rank

Slates/Balance of Stales {(BOS)

1 California BOS
2 Texas BOS
3 Florida BOS
4 Pennsylvania BOS
5 Ohio BOS
6 Michigan BOS
7 Louisiana BOS
8 Georgia BOS
9 North Carolina BOS
10 New York BOS
11 lflinois BOS
12 Kentucky BOS
13 Mississippi BOS
14 Alabama BOS

{5 South Carofina State (no cities)

16 Tennessce BOS

17 Missourd BOS

18 Virginia BOS

19 New Jersey BOS
20 indiana BOS

21 Arkansas BOS

22 Washinglon BOS
23 Oklahoma BOS

24 Massachusells BOS
25 Wesl Virginia Stale (no cities)
26 Wisconsin BOS

27 Minnesola BOS

28 Arizona BOS

29 lowa BOS

30 Cregon BOS

31 New Mexico BOS
32 Colorado BOS

33 Maryland BOS

34 Kansas BOS

35 Utah B80S

Persons in
Poverly

21,203,299

1,957,413
1,749.675
1,222,606
- 874,891
839,288
766,397
711,076
704,514
704,514
703,626
677,978
592,575
587,813
565,333
517,793
487,329
479,200
450,337
416,783
415,452
411,896
397,757
386,990
362,778
345,093
344,322
325,660
285,223
283,283
264,633
253,031
250,438
229,012
196,577
166,764

Share of
siB
{$ in 00D)

$61,749
$55,195
$38,568
$27,599
326,476
$24,177
$22,432
$22.225
$22,225

$22,197

521,388
$18,693
$18,543
$17.834
$16,334
$15,373
$10,117
$14,206
$13,148
$13,106
$12,994
$1i2.548
$12,208
$11.444
$10,886
$10,862
$10,273
$8,998
$8,926
$5.348
$7,982
47,900
$7,224
$6,201
$5,261

Jobs_

20,583
18,398
12,856
9,200
8,825
8.059
7477
7,408
7,408
7,399
7.129
6,231
6,161
5,945
5,445
5,124
5,034
4,735
4,363
4,369
4331
4,183
4,069
3,815
3,629
3,621
3,424
2,999
2,979
2,783
2,661
2,833
2,408
2,067
1,754

Annual’

_ 150 Cittlesand S0 States

Allocation  Share of

Based on

338

$750M  (3in O0O)

$2.006,642

$46,312  $185.246
841,397 $165.586
$28,926 3$115,705
$20,700  $82,798
$19,857  $79.429
$18,133  $72,530
$16,824  $67,295
$16,668  $66.674
516,668 $66,674
$16,647  $66,590
$16,041 564,163
$14,020  $56,080
$13,907  $55,630
$13,376  $53,502
$12,251  $49,003
$11,530  $46,120
$11,338  $45.351
310,655 542,619
$9.861  $39,444
$9,829.., $39,318
$9.745 538,981
$9,411  $37,643
$9,156  $36,624
$8,583  $34.333
$8.165 $32.659
$8.147 $32.586
$7.705  $30,820
$6,748 $26,893
$6,702 $26,809
36,261 $25,044
$5987 523,946
$5,925 323,701
$5,418  $21673
$4.651  $18,604
$3,946  $15,782

Jobs

668,881
61,749
55,195
38,568
27,599
26,476
24,177
22,432
22,225
22,225
22,197
21,388
18,693
18,543
17,834
16,334
15,373
15,117
14,206
13,148
13,906
12,994
12,548
12,208
11,444
10,886
10,862
10,273

8,998
8,936
8,348
7.982
7,900
7,224
6.201
5261

... 100 Cities and 50 States

"Share of
$18B
- ($.in000)

$63,775
357,007
$39,834
$28,505
$27,345
$24,970
$23,168
322,954
322,954
$22,925
$22.089
$19,307
$19,152
'$18.419
$16,870
$15,870 -
$15,613
$14,673
$13.579
$13,536
$13,420
$12,959
$12,609
$11,820
$11,244
$11,218
310610
$9,292
$9,230
$8,622
$8,244
$8,160
$7.,461
$6,403
$5,433

Jobs

21,258
19,002

13,278
9,502
9.115
8,323
7,723
7,601
7,651
7.642
7.363
6,436
6,384
6,140
5,623
5,293
5,204
4,891
4,526
4,512
4473
4,320
4,203
3,949
3,748
3,739
3537
3,098
3,077
2,874
2,748
2,720
2,487
2,135
1,811

Annual
Allocation
Based on

$750M

$47,81
$42,755
$29.875
$21,379
$20,509
318,728
$17,376
$17.215
$17,215
$17,194
$16,567
$14,480
$14,364
$13.814
$12,653
$11.908
$11,710
$11,004
$10,184
$10,152
$10,065
$9,720
$9,456
$8,665
$8,433
$8.414
$7,958
56,970
56,922
56,467
$6,183
56,120
$5,596
$4,804
$4,075

+Share ol
338
{$.in_000)

$2,072,480
$191,325
$171,020
$119,502
385,515
$82,035
$74,911
369,503
$68,862
366,062
368,775
$66,268
$57,921
§57.455
$55,258
$50.611
$47.G33

$46,839. |

$44,018
$40,738
$40,608
540,260
538,878
$37.826
$35.458
$33. 71
$33,655
$31.831
$27.879
$27.689
$25,866
524,732
$24,479
$22,384
$19,214
576,300

t

4
4

Jobs

690,830
63.775
57,007
39,834
28,505
27.345
24,970
23,168
22,954
22,954
22,925
22,085
19,307
19,152
18.419

16,870
15,879
15613
14,673

13,579
13,536
13,420
12,959
12,609
11,820
11,244
11,218
10610

9,293
9,230
8,622
8,244
8,160
7,461
6,405
543)
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POVERTY LEVELS, RATES AND RANKS
( Places of al least 100,000; 1930 Census)

36 Conneclicul BOS

37 ldaho Stale (no cities)

38 Maine State {no cilies)

39 Montana State (no cilies)

40 Nebraska BOS

41 South Dakota State (no cilies)
42 North Dakota State (no cilies)
43 Nevada BOS

44 New Hampshire State (no cities)
45 Rhode island BOS

46 Hawaii BOS

47 Delaware State (no cities)

48 Vermont Stale (no cities)

49 Wyoming Slate (no cities)

50 Alaska BOS

Persons in
Poverly
132,008
130,588
128,466
124,853
108,738
106,305
88,276
75.491
69,104
58,550
58,535
56,223
53,369
52,453
32,292

~ 150 Cities and 50 States _

Share of
$i18
($_in QO0)
$4,164
$4,120
$4,053
33,939
53,430
$3.354
$2,785
$2,381
$2.180
$1,847
$1,847
$1.774
31,684
$1.655
$1,019

Jobs
1,388
1,373
1,351
1,313
1,143
1,118

928
794
727
616
616
591
561
552
340

‘Annual
Allocation

Basedon -

$750 M
33,123
$3.090
$3,038
$2,954
$2.573
$2.515
$2,089
$1,786
$1.635
$1.385
$1,385
$1,330
$1,263
$1.241

$764

Share of
faB
($.in C0Q)
$12,493
$12,359

$12,158

$11,816
$10,291
$10,061
$8,354
57,144
$6,540
$5,541
$5,540
$5.321
$5,051
$4,964
$3.056

Jobs
4,164
4,120
4,053
3,932
3.430
3,354
2,785
2,381
2,180
1,847
1,847
1,774
1,684
1,655
1.019

T L

_ 100 Cilies and 50 States

Share of
$1B

(S in GO0)
$4.301
$4.255
$4,186
$4,068
$3,543
$3,454
$2.876
52,460
52,251
$1,908
$1,907
$1,832
$1.739
$1.709
$1,052

Jobs
1,434
1,418
1,395
1,356
1,181
1,155

959
820
750
636
636
611
580
510
351

Annual
Allocation
Based on

$T50M

$3.226
33,191
$3,139
$3,051
§2.657
$2,598
82,157
51,845
$1,689
$1.4
$1.,430
$1,374
$1.304
$1,282

1789

Share of
$3B
($.in.000)
$12,903
512,764
$12,557
$12,204
$10,528
$10.391
$8.628
$7.379
36,754
$5,723
85,721
$5,495
35,216
$5,127
$3,156

-

Jobs
4 301
4,255
4,186
4,068
3,543
3,464
2,876
2,460
2,251
1,908
1,907
1.832
1,739
1,709
1,052
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Category

Allocation to states

Allgcation within states

State agency

How state qualifies

Eligible individuals

Evaluation set-aside

Allowable activities

Set-aside for Indians

Penalty

rvdeal/work shon

i
House Democrats

Merit awards to citics and states
{by the DOL in consultation with

-HHS and HUD); part set-aside in

later ycars for performance grants

“Substantial™ portion to arcas

with high poverty and
urtemployment and job shortages

State TANF agency

HHS must determine that State
can't meet TANF work
requircments, maintains JOBS
spending, meets 160% TANF
MOE, and can camry out program

36+ months on AFDC/TANF and
no significant work experience,

plus alrcady participated in job
search without getting job

1% -

Wagc subsidies, job creation, job
placement, job vouchers, and job
retention services

Not specified

Not specified

Comparison of job Block Grant Proposals

Blue Dogs

0% based on TANF and FS
cascload covered by work
requiretents; 30% for
performance grants based on
placement of long-term recipients,
with barriers, etc.

Each grant must be under $10
million: 25% of totat for
populations above 1,000,000;
25% for between 250,000 and
1,000,000; 25% for under
250,000

Not specified

State must majntain JOBS
spending, 20% State match for
basic grant, and administrative
spending is under 7% of total
funds

“Norspecifed—
>E ey

W% for £5 85y

Not specified

Job placement vouchers to
recipicnts, contracts with
placement companies, work
supplementation in private sector
jobs, grants to non-profits for job
creation, micro- enterprise and
individual development accounts,
and supportive services

Not specified

Not specified

May 1997

Daschle .
80% based on TANF and FS
cascload covered by work
requirements; 20% for
performance grants based on
placement of long-term recipients,
with barriers, etc.

t must be spent in area with

”“'2}”"2'«“571?

Not specified

Same as Biue Dogs

18+ months on AFDC/TANF,
noncustodial parents with
arrearsges or support orders, or
single FS recipients

1% for multi-sitc evaluation of no
more than 5 States; less intensive
on other States

Job retention assistance, wage
subsidies to private employers,
contracts to private nonprofit
agencics, micro-enterprise,
revolving loan funds, technical
and financial assistance, job
retention vouchers redeemed by
private job placement agencics

1%

Not specified

Administration

80% for Suates, citics, and countics,
with preference to high poverty and
uncmployment; 20% for
performance grants based on
placement of long-term recipients,
with barriers, ctc.

50% of funds carmarked for States,
50% for cities and counties

Not specified

80% TANF MOE

Not specified

Not specified

Private sector wage subsidics,
contracts with job placement
compsenics or public job placement
programs, job vouchers, job
retention services, job creation in
bigh unemployment areas and on
Indian reservations

1%

Not specified

5/20/9%

CBPP/Primus

60-85% distributed based on
long-term recipients or poverty;
15-40% based on a competitive
RFP process for 2540 states and
communitics

Both competitive and formula
grants must be spent in areas with
poverty and unemployment above
20%

State TANF agency

Submit detailed State plan, plus
State match is higher of Medicaid
match rate or 75%

Recipients w. major barriers, in
job search, or non-custodial
fathers paying child suppon; 10%
of formula grants are for childless
FS recipients ages 18-50

Same as Daschle

For competitive grants, may
include wage subsidies, publicly
funded jobs, improving
participant skills, and pressing
community necds; for formula
grants, the same plus wage
subsidies, transition from
subsidized employment, or skills
development for thosc at high risk
of reaching time limits

Not specified

Not specified

Proposal X—

100% distributed based on

poverty, unemployment, and IV-A
recipients; no performance grants

80% distributed by governor
based mostly on poverty, plus
welfare use, uncmployment, and
long-term dependency; 20% may
g0 to other “saturation™ projects |

State TANF agency or other
agency designated by the
govermnor

80% TANF MOE, 50% State
match, agree to cvaluation, and
15% administrative cap

80% must be spent on those on
AFDC/TANF for 18+ months and
those with multiple barriers

0.5% to HHS, in consultation
with Secretary of Labor

Private sector wage subsidies,
contracts with job placement
companies or public job
placement programs, job
vouchers, on-the-job training, or
job retention services

1%

Misspent funds must be retumed

N

Haskna

')ivp 1/)-,-) o -4-iv - Iv



Wp. — Np-&—wwL Lﬁ[w«;

T

o wralevenislones

Barry White
05/31/97 10:18:45 AM

K3

v wA

Record Type: Record

To: See the distribution list at the bottom of this message

ce: Maureen H. Walsh/OMB/EOP, Jeffrey A. Farkas/OMB/EOP
Subject: WTW -- Friday afternoon meeting

These notes will supplement the phone call to Elena and staff briefings in passing.
Process. To recap expected timing of next steps:

Haskins expects his draft Monday morning. He will make it available to us through Palast, who
takes responsibility for getting to HHS and us. If it doesn't come directly to DPC, I'll get it
there, and will get it to Stegman at HUD and Barr at Treasury {who called about all this Friday
night).

Haskins is open to meeting with a small group late Monday to provide comments and input to a
second draft. AS noted below, he accepts that he needs some input on several issues.

Haskins expects to be able to circulate a draft Tuesday or Wednesday at the latest, with mark
up scheduled for Friday, for WTW and other matters: immigrants (grandfathering all on the roles
instead of the Agreement on new applicants; deportation; sponsorship at 150% of poverty
eliminates benfits; no AlDs aliens; et al -- Tarplin has a complete list); FLSA; privatization; TANF
transfers for Title XX and childcare; limiting amount of high school and voc ed that can count
for TANF requirements; and Ul {(Pennington).

Colton provided a preliminary list of minority amendments to the expected bill. (Kagan has by
fax; OMB staff: in your boxes).

Colton may want Administration people at meeting of Dem LAs; she will call WH and/or Palast
and Tarplin,

W&M and E&W. Haskins reported that he and the Education and Workforce committee staff have
been unable to agree on a WTW design. Haskins favors competition and qualitative judgements on
pians. E&W favors including the WTW money in the broad block grant approach it has approved as
the replacment for JTPA. Not clear how this will play out among the members, but Haskins is
drafting his way for now.

What do the cities think. Not yet clear. Some think they would accept the pass through from
States approach {see below), in lieu of direct grants from the Feds. Palast is to get a straight story
from the Conf of Mayors.

Content.

Some mix of competitive and formula grants. Proportion likely to be a members issue. Formula
will focus on poverty and unemployment and numbers on welfare.



DOL administers.

Split between States and cities, and degree of control over money by cities not clear, but may

be achieved via a statutoriliy required pass-through from States, as in JTPA. Substate formula

based on poverty plus welfare rolls, long term recipients. The Agreement says local areas must
have poverty 20% above State average, but Haskins is sceptical of reality of that figure.

Funding from State or locals has to be approved by PICs. This is confused due to limited
understanding of the JTPA/PIC structure; DOL will provide some drafting clarity

One/third State match ($1 State to $2 Fed), with State $ not usable to meet any other Federal
match. States must meet TANF 80% MOE. 15% admin cap.

Eligible individuals are:

1. On welfare for 30 months; or
2. Have less than one year before mandatory TANF termination; or
3. Meet any two of the following four conditions (each to be defined by the Secretary):
a. School dropout;
b. Low skills;
¢. Less than 3 of the last 12 months in the labor force;
d. Drug abuser.

HHS (not DOL) receives .5% of the annual appropriation for evaluation, developed in
consultation with DOL. {On $3 billion, this is $150 million, which has to be a typo; must be
.05%]).

State legislature must appropriate the grant to States; role not clear for grants to cities.

Allowable activities:
Job creation, through public or private sector wage subsidies;
On-the-job training;
Contracts with job placement companies or public job placement programs;
Job vouchers; '
Job retention services or support services if not otherwise available.

No performance bonuses.

Message Sent To:

Larry R. Matlack/OMB/ECP
Keith J. Fontenot/OCMB/EOP
Elena Kagan/OPD/EOP
Kathryn B. Stack/OMB/EOP
Diana Fortuna/OPD/EOP
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Administration’s Welfare to Work Jobs Challenge Proposal

Consistent with the budget agreement, this proposal would add $3.0 billion in capped
mandatory spending to TANF for welfare-to-work in areas with high poverty and
unemployment to help long-term recipients get and keep jobs.

Funding:

. Challenge grants would be awarded on a competitive basis to States, cities, and
counties who have submitted applications for welfare to work programs for long
term welfare recipients. Preference will be given to programs operating in areas

with high poverty and unemployment rates.

. 50% of funds would be earmarked for States, and 50% for cities and counties. At
least 20 percent of the total would be provided as performance-based bonus grants
to reward success in placing and retaining long-term recipients in jobs. To apply,
states must meet an 80 percent TANF maintenance of effort.

. Grants would be awarded by the Department of Labor in consultation with the ‘
Department of Health and Human Services and the Department of Housing and
Urban Development.

Allowable uses:

. Private sector wage subsidies;

. Contracts with job placement companies or public job placement programs;

. Job vouchers;

. Job retention services;

. Job creation in high unemployment areas and on Indian reservations.

The program shall include strong assurances of nondisplacement and nondiscrimination.

5/23/97
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Qverview of Possible
$3 Rillion Welfare-to-Work Funding
May 27, 1997

1. How dixided gmnong states. In proportion 10 poverty, unemployment, number on IV-A. Siates
would have up to 3 years to spend cach year's allocation.

2. low disbursed within stales. Governors must distribute at Icast 80 percent of (heir funds 10
political subdivisions within their state basod on a formula develaped in collaboration with Siate ]

Human Resource Investment Councils. Poverty levels must be the most important fuctor in the
formula of cvery state; at least half the weight of the formula must be poverty. Other factors that
governors inay take into account include, but are not limlted ta, welfare use, long-term welfarc
dependency, und unomployment, At their option, povernors may distribute up lo 20 percent of the
siate allotiment 10 projects, such as sawraliom grants for depressad areas, that have nationwidce or
statcwide significance.

3. Siale administering ugency. Punds roust be admanistered through the state TANF ageney but
must be distributed to and spending approved by the Private Industry Councils (and successor

organizations) at the local Jevel.

4. What stale must do 1o qualify:
--80% MOE
--1 for 2 atate/federal maich (cannot be used for any other fedcral match)

--submit plan as an amendment to their section 402 state plan
--agree to cvaluation
--15% administrative cap

8. Eligible individuals. At least 80 percent of 2 state's funds must be spent on long-term recipients
(18 months or more) and those with multiple barriers.

9. Evalvation set aside. The Secretary of I1HS will receive funds equal to .S percent of the annua]
amount and develop her own evaluation plan. The evalvation plan jnust be developed in
consultation with the Secictary of Labor.

10. Aliowable acuvities:
--Private sector wage subsidies;
--On-th-job training;
~Contracts with job placement compamies or public job placement programs,

~-Job vouchers;
--Job retention services.

11. Set-aside for Indians. 1%

12. Penalty. States that fail to meet the termis of their state plan will be required  return all
inlsspent funds.,

r\3uillion



Democratic Principles for a Welfare-to-Work Initiative
May 28, 1997

Purposc.-- The budget agreement provides a tota! of $3 billion in capped mandatory funds for a
welfare-to-work initiative. These funds should be used only to expand the suppl w557 jobs for
low-skilled workers at high risk of reaching welfare time limits. e 4

Eligible participants.-- For this grant program, eligible
TANT recipients who have had no significant work exp
received cash assistance for more than 36 months, and
search program under TANF without securing employ

Distribution of funds.— Grants should be awarded by th

with the Departments of HHS and HUD, to both Stategs ' ss on the basis of merit to
those proposing the most innovative and promising a iob opportunities for
hard to employ welfare recxpxems A substanua : be awarded to those

merit 1o the entity in the State respon
authority for that agency to contrag

49%vage subsidies Lo expand the supply of private

i 41 ; onprofit or public agencies designed to address pressing
community NBed8E[ag: idinlacement companies or public job placement
programs; (4) jgBl

excecded State 5pcndmg on JOBS programs in fiscal year 1996; (3) the_ State has met 100 percent
of its maintcnance-of-effort requirements under TANF; and (4) the State has the ability and

resources to carry out the proposed project.

JADCOL TONYW Wl fare 97\Work principles, wpd
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HIGHLIGHTS OF THE PRESIDENT’S WELFARE TO WORK INITIATIVE
AND PROPOSALS TO CHANGE FOOD STAMPS AND
BENEFITS FOR LEGAL IMMIGRANTS

Cost of the Proposals  Welfare to Work Initiatives: $3.6 billion over 5 years

: Changes to Food Stamps and Benefits for Legal Immigrants:
$17.9 billion over 5 years
Health Care for §SI Children: $0.3 billion over 5 years

‘Welfare to Work The Welfare to Work proposal is a comprehensive approach to

Initiatives helping States and cities create new jobs and prepare individuals for
them including a new, enhanced tax credit that provides employers
with incentives to create new job opportunities for long term welfare
recipients.

Incentives for States Creates the Welfare to Work Jobs Challenge. The Jobs Challenge,

and Cities which will be administered by the Department of Labor, is designed
to help States and cities move the harder to employ welfare recipients
into lasting jobs by the year 2000.

The proposal provides $3 billion in mandatory funding for job
placement and job creation over three years. States and cities can use
these funds to provide subsidies and other incentives to encourage
private business to hire welfare recipients. States and cities will also
have the option to encourage the growth of intermediaries as job
readiness and job placement agents and may use voucher like
arrangements, to empower individuals with the tools and choices to
help them get jobs and keep them.

Offers Better Access to Jobs and Training. An important element of
moving people from welfare to work is assisting them to get to work.
The FY98 budget provides $100 million for a new Access to Jobs
and Training Initiative within the Department of Transportation.
This new activity will offer Federal Transit Administration grants to
states and local entities for new or modified transportation services
that target low income individuals, including current welfare
recipients. ' '

Expands Bridges to Work. This comprehensive initiative also
expands the Department of Housing and Urban Development’s
(HUD) Bridges to Work demonstration Project, which links low-
income people in central cities to job opportunities in surrounding



Access to Credit

Incentives for
Employers

Restoring Fairness to
the Federal Safety
Net Programs

Food Stamps

suburban communities by providing services such as job placement,
counseling and transportation. In addition, HUD will award new
portable rental assistance to localities that link their housing
assistance with their efforts to move welfare recipients to work.

Increases the Community Development Financial Institutions Fund,
The Administration proposes to increase the Community
Development Financial Institutions Fund to $1 billion over the next
five years thereby expanding the availability of credit, investment
capital, financial services, and other development services in
distressed urban and rural communities.

Enhances the Work Opportunity Tax Credit. The Administration
would provide further incentives to create new job opportunities for
long-term welfare recipients by enriching the current Work
Opportunity Tax Credit (WOTC) for this group. This enhanced
credit focuses on those who need the most help -- long term welfare
recipients. The new credit would let employers claim a 50% credit
on the first $10,000 a year of wages, for up to two years, for workers
they hire who were once long term welfare recipients. In addition, the
existing WOTC would be expanded to include able bodied childless
adults aged 18-50 who are subject to a rigorous work requirement
under the Administration’s food stamp legislative proposal.

eral provisions in last year’s Personal Responsibility and Work
Opportunities Act have nothing to do with the goals of welfare

reform ->moving people from welfare to work. Rather, they were
mxsgulded}ut\s in Federal support to vulnerable populatlons,
including the elderly and people with disabilities.

Creates and Funds a*Real Food Stamp Work Requirement. The
President proposes a realand tough work requirement without
arbitrary cuts-offs for able-b\odied childless adults between the ages
of 18 and 50. The welfare bill's harsh and unreasonable time limit of
3 months in 36 cuts off people who want to work but can't find jobs.
Under this proposal, those who refused fo-work or refused to take
advantage of a work opportunity would facgi{;gh new penalities.
This policy would encourage work while giving.those out of work
the transitory help they need to get back on their feet. New funding
and a wage supplementation option are expected to €xpand the
number of work slots available to thlS group by 380,000 over five
years. \
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THE BUDGET FOR FISCAL YEAR 1998

PARTICIPANTS [N MILLIONS

Chart 7-1. WELFARE ROLLS DECLINED AS THE ECONOMY IMPROVED
AND AS STATES EXPERIMENTED WITH WELFARE INNOVATIONS

28—
FOOD STAMPS

274

26—

AFDC
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T —

>
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DEC-93

NOV.-94

OCT-95

nizes that State welfare systems need an
incentive to focus on the central goal of
moving people from welfare to work. Con-
sequently, the law provides $800 million
in performance bonuses by the year 2002
to reward States that best achieve that

goal,

Moving From Welfare to Work

To help welfare recipients move from welfare
to work, and to help communities help them
do so, the President proposes two new initia-
tives:

e a3 performance-based Welfare-To-Work
Jobs Challenge to help States and cities
create job opportunities for the hardest-
to-employ welfare recipients; and

* a greatly-enhanced and targeted Work Op-
portunity Tax Credit (WOTC) to provide
powerful new, private-sector financial in-
centives to create jobs for long-term wel-

fare recipients.

Welfare-to-Work Jobs Challenge: The
Jobs Challenge is designed to help States and
cities move a million of the hardest-to-employ
welfare recipients into lasting jobs by the year
2000. It provides $3 billion in mandatery fund-
ing for job placement and job creation. States
and cities can use these funds to provide sub-
sidies and other incentives to private business.
The Federal Government also will encourage
States and cities to use voucher-like arrange- ...
ments to empower individuals with the tools
and choices to help them get jobs and keep

them. ‘

Work Opportunity Tax Credit: For Stabe_a"
and cities, TANF and the Jobs Challenge pro; 1
vide new resources to create jobs and preparg
individuals for them. For employers, the budgs
et proposes incentives to create new job OppoTy
tunities for long-term welfare recipients.
budget would first create a much-enhan
credit that focuses on those who most
help—long-term welfare recipients. The
credit would let employers claim a 50-pe
credit on the first $10,000 a year of . .wages
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for up to two years, for workers they hire who
were long-term welfare recipients. In addition,
the budget expands the existing WOTC tax
credit by including able-bodied childless adults
aged 18 to 50 who, under the Administration’s
Food Stamp proposal, would face a more rigor-
ous work requirement in order to continue re-
ceiving Food Stamps. These changes to the
credit would cost $552 million from 1998 to
2002.

Additional Support: The budget also pro-
poses additional support to help move people
from welfare to work.

s Transportation: The budget proposes to ex-
pand programs that will transport thou-
sands of welfare recipients to jobs and
training. It provides $100 million for a
new Access to Jobs and Training inittative
in the Transportation Department. The
Administration also will propose legisla-
tion to offer grants to States and local en-
tities for new or modified transportation
services that ensure access to work for
low-income individuals, especially current
welfare recipients.

s Housing: The budpet proposes $10 million
to expand the Department of Housing and
Urban Development’s (HUD) Bridges-to-
Work demonstration project, which links
low-income people in central cities to job
opportunities in surrounding suburbs. In
addition, HUD will award new portable
rental assistance to localities that link
their housing assistance with their efforts
to move welfare recipients to work.

» Adult Education: The budget proposes to
increase funding by more than 50 percent
over the 1996 level for basic skill, high
school equivalency, and English classes for
disadvantaged adults—helping to meet de-
mands for literacy training stimulated by
last year’s welfare and immigration re-
forms.

¢ Community Development: The budget also
proposes to expand the Community Devel-
opment Financial Institutions Fund, there-
by expanding the availability of credit, in-
vestment capital, financial services, and
other development services in distressed
urban and rural communities. (For more

information about the Fund, see Chapter
6.)

Helping To Make Work Pay

Earned Income Tax Credit (EITC): As an
important component of helping people move
from welfare to work, the Federal Government
can help ensure that those who work can sup-
port their children. The EITC, a 20-year-old
Federal program, supplements earnings to
meet this pgoal. In 1993, the President pro-
posed, and Congress enacted, legislation to
substantially expand the EITC, helping 40 mil-
lion Americans in 15 million lower-income
working families {see Chart 7-2). The welfare
law maintains these gains for hard-working,
low-income families.

Minimum Wage: President Clinton consist-
ently supporied an increase in the minimum
wage for all low-wage earners. Before he took
office, the last increase came in 1991. Due to
inflation, the minimum wage shrank in value
by 13 percent from 1991 to 1996. As a result,
Congress responded to the President’s request
last year by raising the minimum wage from
$4.25 to $5.15 an hour over two years—in two
steps. The first step of 50 cents went into ef-
fect in October 1996; the second step of 40
cents will occur in October 1997,

This 90-cent rise means over $1,800 a
vear in higher earnings for full-time, full-
year minimum wage workers, who previously
earned less than $9,000 a year. By October
1997, nearly 10 million working Americans
will have received an immediate pay raise.
Millicns of other low-wage workers making
slightly more than the new minimum also
may benefit if employers raise their paychecks
in step with the minimum wage increase—
as employers have done in the past.

Pré‘fectin\gth: Most Vulnerable
Several provisions in last year’s Personal

Responsibility an::l\Wch Opportunity Act have
nothing to do with the goals of welfare
reform—moving people from. welfare to work.

the elderly, children, and people w
ities. To address them, the President
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i . Barry White
) 05/30/97 01:47:55 PM

Record Type: Record

To: Elena Kagan/OPD/EOP, Diana Fortuna/OPD/EOP, Gene B. Sperling/OPD/ECP, Janet Murguia/WHO/EOP

cc:
Subject: DOL report on Today's WTW large meeting on the Hill

My staff's pick up from Kamela, who works for Palast.
Forwarded by Barry White/fOMB/EOP on 05/30/37 01:46 PM
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Maureen H. Walsh
05/30/97 12:43:08 PM

Record Type: Record

To: See the distribution list at the bottom of this message

ce: Joseph M. Wire/OMB/EOP
Subject: Today's WTW meeting on the Hill

| just spoke with Bill Kamela about the meeting. He told me:

* Gary Fisher. Works for Ballenger and Fawell on the House Education committee. He's been
around a long time; is a mover and shaker on the ED committee. However, his influence over WTW
policy probably is not strong. Fisher advocates formula over competitive grants because he
believes the latter preclude the money going through the workforce development system. He did
not [cannot!] substantiate this assertion.

The following is based on Kamela's gut feelings (he attended both meetings this morning on
the Hill).

* Responsible Federal agency. House Republicans wiil give DOL the money.

* City-State split. While they discussed an 80-20 split, Bill's best guess is that R’s will endorse
70% formula grants to cities; 30% competitive grants to States. R's are uncomfortable with the
Secretary doling out the competitive grants. Instead, they probably will give this authority to
Governors.

* performance bonuses. R's aren't too enamored with this aspect of WTW. If thereis a
performance pot, it probably would be permissible in the 30% competitive grants.

* Timing. Bill thinks W&M will have a draft on Monday or Tuesday. The subcommittee will mark
up on Friday, June 6th. Full committee markup will occur the following week. Archer wants to
move a bill quickly to preclude groups from organizing opposition and taking pot shots.
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PRESIDENT CLINTON’S WELFARE-TO-WORK JOBS CHALLENGE
Providing Opportunity For All, Demanding Responsibility From All

"This is not the end of welfare reform, this is the beginning. And we have 1o all
assume respansibility. Now thar we are sayving with this bill we expect work,

we have 1o make sure the people have a chance 1o go ro-work.”
— President Bili Clinton

PRESIDENT CLINTON BEGINS THE PROCESS OF MOVING PEOPLE FROM
WELFARE TO WORK. The goal of welfarc reform is to move people from welfare to work
and President Clinton is committed to ensuring that there are job opportunities .for welfare
recipients. President Clinton is proposing a Welfare-To-Work Jobs Challenge — -a three-pronged
$3.4 billion inidative to create job opporwmnities for the hardest-to-employ welfare recipients. This
initiative is fully paid for with the elimination of ¢orporate subsidies: not one penny of this
challenge is paid for with savings from welfare reform. ‘The three components of the Welfare-To-
Work Jobs Challenge are:

1. TARGETED WELFARE-TO-WORK TAX CREDIT. Building off of the Work
Oppormnity Tax Credit (WOTC) -- signed into law by President Clinton on August 20, 1996 -
- President Clinton proposes a targeted Welfare-To-Work Tax Credit to create new job
opportunities for long-term welfare recipients. This proposal costs $383 million.

¢ New Tax Credit To Help Move People From Welfare To Wark. The targeted Welfare-
to-Work Tax Credit would enable employers to claim a 50 percent credit on the first
$10,000 of wages for long-term welfare recipients, claim this tax credit for up to two
years, apd treat employer-provided cducauon and training assistance, hcalth care, and
dependent care spending as wages.

® Expanded Work Opportunity Tax Credit. The Work Opportunity Tax Credit -- which
is currently tunded through the end of September 1997 -- would be expanded to include
adults age 18 to 50 who arc no longer eligible for food stamps because they did not satisfy
the work requirements under the welfare reform bill.

2. TAX INCENTIVES TO INCREASE INVESTMENT IN DISTRESSED AREAS.
President Clinton has a comprehensive strategy to increase investment in distressed
communities. Today, President Clinton expands on his strategy to propose a new tax credit to
investors in qualified community {inancial institutions and venmre capital funds.

® CDFI Initiative. The Community Development Banking and Financial Institutions Act of
1994 created 2 Federal CDFI Fund o provide grants, loans, and technical assistance to
. qualifying lenders. Today, President Clinton proposes to provide nonrefundable tax
credits o equity investors in qualified CDFIs. This proposal will cost $48 million between -
FY 97 and FY 2002. Currentdy, the CDFI Fund has $45 million in assistance to provide
. to various qualified institutions. President Clinton’s balanced budget proposes to expand
the CDFI Fund to $125 million next year, and continue to increase it each year thereafter.



¢ Empowerment Zones/Enterprise Communities. In his current balanced budget, President Clinton

proposed a second round of Empowerment Zones (EZs)/Enterprise Communities (ECs) that would
designate 20 additional EZs (15 urban, 5 rural er Indian nation) and 80 ECs (50 urban, 30 rural or
Indian nation). For EZs, the Federal government provides tax benefits for businesses that set up

~ shop, and grants (o community groups for job training, day care, and other purposes. For ECs,

the Government provides grants to communiCy groups for the same array of purposes. EZs and
ECs both can apply for waivers from Federal regulations, enabling them to better address their
local needs.

Brownfields Initiative. Yesterday, the President called for an cxpansion of the Brownficlds
initiative, . by increasing EPA grants (o communities for sité assessment and redevelopment planning,
and support for revolving loans to finance brownfields cleanup efforts at the Iocal level. In his
1996 Statc of the Union, President Clinton challenged Cangress to enact a2 Brownfields tax
incentive which wouid provide incentives to businesses to clean up abandoned, contaminated
industrial properniies in distressed communjties.

WELFARE-TO-WORK JOBS INITIATIVE. President Clinton's Welfare-To-Work Jobs Initiadive is
designed 1o help communities move one million of the hardest-to-cmploy welfare recipients into jobs by
the year 2000. This proposal will cost $3 billion over three years,

Targeting Long-Term Recipients. Funds will be rargeted to areas with the basis of hard-to-
employ welfare recipients. Funds will flow through siate governments, but the proportionate share
of the funds will flow automaticaily to the 100-150 cities ~ and where appropriate counties — with
the largest number of long-term welfare recipients. These cities (and counties) would be required
to coordinate their plans with. the States. States will receive and directly administer funds for all
other cities and localities.

Flexdbility. The emphasis of this initiative is to provide assistance 10 help create new job
oppormunities in the private and non-profit sectors for long-term welfare recipients. State and
localities, however, would be granted maximum flexibility 1o develop job creation strategies —

_ iacluding, where appropriate, in the public-sector. There will be strict anti-displacement provisions

and all jobs would be covered by the Fair Labor Standards Act and ail other relevant labor laws.

Performance and Accountability. This initiative will only provide full funding upon a showing of
successful placements of the target population into jobs lasting at least nine months. The funds
used by states and localities would go to assist employers - who would also be eligible for using
the targered Welfare-to-Wark Tax Credit - to create lasting job opportunities for long-term welfare
recipients. And the states or localities, working with employers, would have to show that for each
$3,000 they receive one long-term welfare recipient is being placed in a new job that lasts at least
nine months. To ensure accountability, 25 percent of the funds will be withheld until there is a
substanrjal showing that the new job oppartunities promised are being delivered.

Building On What Works. This initiative relics on proven job creation/job placement models,
such as the San Jose Center for Employmeant and Training (CET). which provides highly structured -
basic education, skill training and work experience leading (0 job placement in the private sector;
Arerica Works. a successful private job placement firm for hard-to-place recipients in New York,
Indiana, and Connecticut; and the welfare-to-work program in Riverside, Califormia, which
provides intensive job search and privare sector job placement to move recipients into jobs as
quickly as possible. Local communitics could also focus on creating jobs through cleaning up the
environment such as under Brownfields programs and rebuilding communities through housing -
redevelopment programs such as YouthBuild, or expanding child care opportunities so there are
new jobs for welfare recipients and a place for their children if they find other work.



THE TARGETED WELFARE-TO-WORK TAX CREDIT

TARGETED WELFARE-TO-WORK TAX CREDIT -- EXPANDING NEW JOB
OPPORTUNITIES. . Building off of the Work Opportunity Tax Credit (WOTC) -- signed into
law by President Clinton on August 20, 1996 -- President Clinton proposes a targeted Welfare-
To-Work Tax Credit to create new job opportunities for those on welfare for at least 18 months.

A 35,000 Tax Credit For Businesses That Create New Jobs For The Hardest-To-Employ
Welfare Recipients. The targeted Welfare-to-Work Tax Credit would enable employers to
claim a 50 percent credit on the first $10,000 of annual wages paid to long-term welfare
recipients. The business could claim this tax credit for up to two years, and would be able to
treat education and training assistance, health care, and dependent care expendimres as eligible
wages.

®  Long-term welfare recipients arc defined as (1) members of families that have received
family assistance (AFDC or its successor program) for at leas: 18 consecutive months
cnding on the hiring date; (2) members of families that have received family assistance
for ar least 18 months after the date of enacunent and who are hired within two years of
the time the 18-month total is reached; and (3) members of families who are no longer
eligible for family assistance because of Federal or state time limits and who are hired
within two years of the date that they become ineligible for family assistance.

President Clinton Proposes To Expand The Work Opportunity Tax Credit. When
President Clinton signed the minimum wage increase into law, he also sigoed into law a
reformed tax credit to encourage businesses to hire economically disadvantaged workers -- the
Work Opportunity Tax Credit. President Clinton proposes to cxpand this tax credit to adults
age 18 to 50 who are no longer eligible for food stamps under the new welfare reform bill.

®  The Work Opportunity Tax Credit. The Work Opportunity Tax Credit will enable
employers to claim a 35 percent credit on up to $6,000 of first-year wages paid to a
qualifying individual, This credit is effective October 1, 1996 and expires on September
30, 1997. Members of families receiving welfare assistance for more than 9 months;
qualified veterans; qualified ex-felons; 18-24 year olds who live in an Empowerment
Zone or Enterprise Community; vocational rehabilitation referrals; qualified food stamp
recipient who are 18 to 24 years oid and a member of a family receiving food stamps
for a six-month pcriod; and qualified summer youth employees.

».  President Clinton Proposes To Expand The Work Opportunity Tax Credit -- To
Create More Opportunity And More Jobs. President Clinton’s proposal would
expand the Work Opportunity Tax Credit to include adults age 18 o S0 who are no
longer eligible for food stamps becausc they did not satisfy the minimum work
requirements under the Welfare Reform Act of 1996.



Tax INCENTIVES FOR COMMUNITY DEVELOPMENT:
PRESIDENT CLINTON’S CDFI INVESTMENT INITIATIVE

PRESIDENT CLINTON ANNOUNCES NEW TAX INCENTIVES TO INCREASE INVESTMENT IN
DISTRESSED AREAS. In his current balanced budget, President Clinton proposes to more than double
than the current Community Development Financial Institution (CDFI) Fund. Today, President Clinton
announces a new tax credit to investors who are investing in community development institutions and
venture capital funds. These iniriatives -- along with (he second round of Empowerment Zones and
Enterprise Communities and President Clinton’s Brownfields initiative -- should help leverage billions of
dollars of private-secter investment in community development and distressed areas.
+ Expand The CDFI Fund to $125 Million Next Year. Currently, the CDFI Fund has allocated $45
* million in assistance to qualified community development institutions, ewven though it received
applications for over $300 million this year. Now, President Clinton proposes to nearly triple the
CDFI Fund pext vear, increasing it to $125 million as part of the FY 1997 Budget.

« ' Create Tax Incentives to Increase Investment in Distresscd Aress. This initiative will provide
$100 million in nonrefundable tax credits that would be made available to the CDFI fund to be
allocated among equity investors in community development banks and venture capital funds..

— Allocation, The allocation of credits would be determined by the CIDFI Fund using a competitive
process_similar 1o the one used to allocate the $45 million in assistance. The maximum amount o;
credit allocable to a particular investment would be 25% of the amount invested, though a lower
percentage could be negotiated. The full credit would be available the year the investment is mad:

— How Does It Work? The investor's tax basis in the equity interest would then be reduced by the
amount of the credit -- having the_effect of increasing any capital gain, or reducing any capital
loss -- in the cvent the investor sells the interest in the CDFL. In order to ensure long-term
investments, the credit would be recaptured if the investment is sold or redcemed within S years.

PRESIDENT CLINTON’S CDFI INITIATIVE IS DESIGNED TO EXPAND THE AVAILABILITY
OF CREDIT, INVESTMENT CAPITAL, AND FINANCIAL AND OTHER DEVELOPMENT
SERVICES [N DISTRESSED URBAN AND RURAL COMMUNITIES.

+»  The President’s historic reform of the Community Reinvestment Act has already focussed the nation's magor
banks and thrifts on performance rather than paperwork and thereby unleashed billions of dollars in pnvate
capital to help rebuild low and modecare-income communites throughout the counuy.

* In 1994, President Clinton sxgned the Community Development Banking & Financial Institutions Act
which crcated the CDFI Fund. The Fund is designed to expand the availability of credit, investment
capital, financial services, and other devclopment services in distressed urban and rural communities. The
CDFI Fund provides grants, loans, and technical assistance to qualifying financial institutions.

» "CDFIs include a wide range of financial institutions -- community development banks, and venture capit:
funds, community development credit unions, community development loan funds, and microenterprise
loan funds. CDFIs provide such services as mortgages for first-time homebuyers, commercial loans and
investments to start or expand small businesses, loans to rehabilitate rental housing, and basic financiat
services.

*  InJuly, out of nearly 270 applications, 31 community development organizations were chosen to receive
$35.5 million in financial and technical assistance. These funds arc expected to leverage at least $350
million in pnivate lending and investment in'distressed comrmunities.



WELFARE-TO-WORK SUCCESS STORIES

o —

Tm: CENTERmFGR EMFLOYMENT TRAINING Sanvf

-

Founded in 1968, the Center for Employment Training. (CET) prowdes 3-6 months'of
occupatonal skill raining to disadvantaged adults and youth.

Two separate studies have confirmed that CET dramatically raises parrzczpanrs earnings -
the Minority Female Single Parent demonstration, conducied by Mathematica Policy Research
and the JOBSTART demonstration, conducted by .the Manpower Demonstration Research
Corporation (MDRC).

> The Mathematica study concl_udéd that by the fourth quarter after program entry,
CET hud large positive impacts on the proportion of participants who were
working, their monthly earnings, and their hourly wages. Five years afier
beginning the program, women who had enrolled in the program earned 16%
more then 2 control group.

> The MDRC study concluded that CET’s impacts on earnings totaled more than

36,000 in the final two years of follow-up. '|George Cave ct. al. “Jobstart: Finay Report on 3
Program tor Hlyi School Drepouts,” MDRC, Qcr 1591))

CET is excepuonal in its strong tics to the private sector. Instructors all have private sectar
experience in the fields they are teaching; training is conducted as if it were a privale sector
workplace; and all training is geared toward private sector placement. An industrial advisory
board consisting of area employers is set up to assist in the sclection of skills in which
training will be offered and reviéw curricula.
Training is in medium-paying technical jobs such as shipping and receiving, building maintenance
- and automated office work. Participants start occupational training immediately on entering the
program. Since there are no entry requirements, some CET entrants have difficulty with reading
or math. They receive individual assistance in conjunction with their occupational skills taining.

Because of its strong record, CET has become the model for the Department of Labor’s efforts to
restructure job training programs for out-of-school youth. Currendy, CET has been replicated .
with the Department’s support in ten cities across the countty (New Haven, CT; Chicago, IL;
Baitimore, MD; Piedmont, NC; Orando and Ft Lauderdale, FL: Newark and Camdcn, NJ;
Newport News, VA; and New York, NY). Replication will soon begin in five other cides.

Contact: Max Martinez
800-533-2514, 408-287-7924
701 Vine Street

San Jose, Flalifomia 95110

— ———




Uit RIVERSIDES GAIN:PROGRAM: — Riverside, P

Pammpanr_s in the Riverside GAIN program — long-term welfare recipients — increased their
annual earnings by over 401%, according 1o a study by the Manpower Demonsuation
Research Corporation. The program retuned $2.84 for every dollar spent on it. yames Rices <t at..
"GAIN: Benefity, Costs and 3-year Impacts of 3 Welfare4o-Work Program.” MDRC. 1994.]

> Key factors in Riverside’s success include a strong emphasis on finding
employment, a balance between basic education and job search assistance, and
_sufficient resources and community support to extend participation to all chgxble
welfare rcc1p1cnts

While Riverside was the most successful program, the five other California GAIN
program sites studied also produced gains in earnings and employment for long term
welfare recipients, although they results were more modest.

Riverside is a large county in suuthern California encompassing both urban and rural areas, The
program enrolls a broad cross-section of the county’s welfare populaimn Over 60 percent of
emrollees are in need of basic education. Most arc minorities.

Riverside emphasizes jab placement. In part this is achieved by assigning case managers job
placement standards. Supervisory units and district officcs arc assigned job placement goals
as well, culminating in a county wide goal. Job placement effectiveness is an important factor
in staff evaluations.

Cantact: Larry Townsend

County Welfare Director
909-275-3300 (GAIN)
909-358-3000 .

|

The Women s Self- Employmem Fund (WSEP) is a non—proht financial services and
entreprencurial training program that helps low and moderate-income women become
economically independent through self-employment.

WSEP offers women twelve weeks of entrepreneurial training during which they must produce
a realistic business plan 1o begin a small or micro business, also called a microenterprise.
Following training, the "graduates” have access to a revolving loan fund offering $100 o0
$25,000 in capital to actually begin their micro businesses. Women's welfare benefits are not
reduced until they eamn enough money from their business to move off of welfare. The fund
has distributed over $1 million in small, short-term loans and provided business tools and |
information to over 5,000 women.

Goodwill Job Connection Success Stories

»

Arinez Gilyard, a mother of three, was on welfare for five years. With maining and a loan from
WSEP, she started and now operates Child Care Crew, a successful day care center across the hall
from her current residence. She now eamns over $40.000 a vear.

Desiree Stewart also moved off of welfare with the help of the WSEP. After successfully

‘completing the WSEP entrepreneurial training program. she received a loan to start her own hair

salon. She now owns and operates Desiree Stewart Hair Systems in Chicago, IL and has hired three
~ additional employees.




America Works is a for-proﬁt placement and support organizarion that has placed more
than 10,000 welfare recipients in full-ime private sector jobs. Recipients are placed in
permanent jobs, at an average wage of $16,000 per ycar, including health benefits.

America Works typically charges a state about 85,400 per placement, and is paid in full
only once a recipient is placed and remains in an unsubsidized job for seven months. The
state of New York found that 81 percent of those placed by America Works are still off
the rolls after two years.

Prof.’s Steven Cohen and Wdham Eimicke of Columbm University confirmed the program’s
effectiveness in their study, "Assessing the Cost Effectiveness of Welfare to Work Programs:
A Comparison of America Works and Other Job Training Parmership Act Programs”,

Works Success Stories

Valeric Smith, a mother of one who had been on welfure for over 10 years was placed by America
Works in a full-time job with health benefits a2t ARAMARK, a nationai food services company based in
Philadelphia. She makes $8.50 an hour as a floor supervisor and has been working since Sept 1994,

Patricia ﬂines. a mother of six who was on welfare for 17 years, now works ar a full-time job with
health benefits at Comstock, a start-up finance firm in New York, She began working in 1995 as a data
entry clerk for $6.75 an hour. After several raises, she now eams $17,000 a year plus an annuai bonus.

Janice McPherson (who asks that her last name nat be used), a welfare mother with one child who had
never worked before, was placed by America Works in a full-time job with health benefits at Rosenman
& Colin Law Firm in New York. Janice, who started as a mail clerk at Rosenman & Colin, has worked
there for seven years and now runs the supply room for an annual salary of $17,914.

. Founded in 1987, the Goodwill Job Connection offers job placement and support services
" to chronically unemployed members of the Sarasota and Lafayette communities.

. The Goodwill Job Connection spends about $1,500 per job placement. In its nine years, it
has placed more than 1,000 peopic in jobs. Goodwill works to build relationships with
local employers and, after providing its clients with basic job readiness and on-the-job -
work skills, places them permanently into unsubsidized jobs and offers follow-up support
to make sure they stay employed.

Goodwill Job Connection Success Stories

> Mary Brown, a mother of four, had received welfare on and off for years. After recciving basic job
readincss and some on-the-jub training, she was placed full-time (with benefis) as the head housekeeper
for The Courtyard Retirement Center in Bradenton, Flonide She has been working there for |8 months.

[n 1993, Maria Valesquez, a mother of one, lost her job to downsizing and ended up on welfare. She
searched unsuccessfully for full-time work for two years before joining the Goodwill program. Now, she
has a full-time job with benefits as a sales associate with Target in Bradenton, Florida.

Norma Davenport, a recovering drug addict and mother of four, had been jobless and on and off welfare
for years. She went to the Goodwill program as a last resort and found the skills and motivation to find
work. She was piaced as a full-time receptionist at the Manatee Opportunity Council in Manatee,
Florida. After a year, she was promoted to outreach worker. She now works 40 hours a week at $8.00
an hour and receives full benefits. She credits Goodwill for helping put her on the night track
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Immigration, Nutrition Assistance and Work
{outley increases in bl;lions of dollars) »

who entered the U.S, prior to August 23, 19 6. Those disabled legal 1mrmgrmts who entered the U, S efter August 22, 1996, and are on

the rolls befote June |, 1997 shall got be re ovcd

¢ Refiigees and asylees. Lengthen thc exem
581 and Medicaid,

!

Num!rlan Assistance

. Redirect existing food stamps employment
work slots for individuals subject to the ti

policy), at a total cost of $0.5 billion.

We[fa re to Work

. Add $3 0 bitkion in capped mnndatory speniding thro h 2001 to TANF, atlocated to States througl_l_a__fgnnulugd targeted wnhm 8 State
to areas with poverty and unemployment rates atle S

.

is

Ad training funds and add $750 million in new capped mandatory funding to create additional
lumts

!

N " - 5-Year 10-Year
1998 1999 2000 2001 | 2002 Spending Spending
lmmigrants 2.2 2.1 2.0 1.6 1.6 9.7 16.5
~-Nutrition Assistance 0.3 0.3 0.3 0.3 0.3 1.5 3.1
Welfare to Work 0.7 0.7 1. ¢ 0.6 - -~ 30 3.0
Total 3.2 33 34 25 2.0 14.2 22.5
| :
Tmmigrants !
« Eligibility for legal immigrants, Restors SSI and Medicaid eligibility for all dissbled legal immigrants who are or become disabled and

Permit States to exempt 15 perceat of the mdmduals who would lose bencﬂts because of the time limits (beyond the current wawcr

rcent hxgher than the State average. A share of funds would go to-

cities/counties with large pove:ty populahons commer(‘furate with the share of Ionig-term welfare recipients in those Jumdlcuons
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pron for refugees and asylees from the first 5 years in the country t0 7. years in ordet to provide
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Diana Fortuna
065/29/97 07:37:44 PM

Record Type: Record

To: Elena Kagan/OPD/EOP, cynthiarice @ thinline.com @ inet

cc:
Subject: talked to Emil P.

He says he never ran any state numbers on how well targeted the "20% above the state average
for unemployment and poverty" is. He said it was just common sense that if a state unemployment
rate is B%, a 20% increase is just 6% -- not that much higher.



Bruce N. Reed
05/23/97 06:33:02 PM
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Record Type: Record

To: Elena Kagan/OPD/EQP

cc:
Subject: Re: Welfare-to-Work

---------------------- Forwarded by Bruce N. Reed/OPD/EOP on 05/23/97 06:38 PM -——
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‘:Zm Bruce N. Reed
A 7 05/23/97 06:17:50 PM
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Record Type: Record

To: Ron Klain/OVP @ OVP

cc:
Subject: Re: Welfare-to-Waork {3

| talked to Archer and told him where we were, how hard we were trying to make good on the
Pres’s commitment, how we were trying to structure this like empowerment zones, etc. | think
he'll he OK. He would prefer a 60-40 split like CDBG rather than 50-50 -- but as | tried to explain
to him, in CDBG the states don't have to spend any of their 40 in cities, whereas_in_our proposal
the states have to spend all of their $ in areas with unemployment and poverty rates 20% above
ﬂ'T state average -- which is going to mean a_good chunk goes ta cities,

1 think I'll have Andrew talk to him too (and Rendell, who's making them all nervous) - and I'll call
him again soon. Archer did say he would be happy to unleash the mayors on Capitol Hill, which |
told him would be a very good idea. In any case, he said he was working hard on 1998 and laying
the groundwork for the VP in 2000, so | think you're doing fine.
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Record Type: Record

To: Ron Klain/OVP @ OVP

cc: Gene B. Sperling/OPD/ECP
Subject: Re: Welfare-to-Work @

I've been working with Andrew Cuomo and Gerry Shea on the design, and they think what we're
proposing is a good deal for the cities. I'll e-mail it to you. The basic notion is to structure this $3
billion like the empowerment zones, awarded by DOL in consultation with HUD and HHS {AFSCME
insisted that we at least try to get DOL as the lead agency, even though the budget agmt has the
money as a TANF {HHS) set-aside). The cities {and urban counties) get 50%, the states get the
other 50% -- but all the money has to be spent in areas with unemployment and poverty 20%
above state average, so the states will end up spending a good chunk of their share in cities.

This arrangement should compare favorably to the two Democratic proposals already up there - a
Stenholm bill that gives states 70% and cities and rural areas 20%, and a Daschl!e proposal that
sends all the money to the states to pass through to areas with above avg unemployment and
poverty, and pass through another portion to the 2 largest cities in the state. Andrew says cities
don’t like state pass-throughs, and picking the 2 largest cities in each state (obviously a Senate
formula) is great for Boise and Pierre, but a very bad deal for Oakland and Gary, Indiana.

When Gene outlined this proposal in the campaign, he always described it as 50-60 -- and when an
interagency group led by OMB tried to flesh it out last fall, they noted that two-thirds of the poor
people we're trying to reach with this initiative live outside the cities.

Andrew has promised to start selling this to mayors. Organized labor is very happy. (The
governors continue to think we're nuts.) I'll also put a call into Mayor Archer this afternoon; he
tried to reach POTUS earlier today.

In the off-chance our proposal actually passes this way, Andrew and | thought the real decisions
would be made through the Enterprise Board, so you would have a big say in making sure the cities
get what they need.
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Welfare to Work Jobs Challeng

As you know, in the budget rlegotiations we succeeded in obtaining the full $3
billion for welfare to worky” This week, we held a series of discussions with
Secretaries Shalala, Herman, and Cuomo about what guidance to provide

Congressional committees who will begin drafting legislation soon. The guidance
we've d elopec:g'::onsist nt with-our lo —standin%joals to provide f nds‘}z:/
© make

work for long-term recipients in kigh unemployment/high poverty areag and
funds available to cities and counties who want to run work programs.

The basic structure is like the empowerment zones -- grants would be awarded on a
competitive basis by the Department of Labor in consultation with HUD and HHS.
50% of these “challenge grant” funds would be awarded 1o states and 50% to
cities and counties, based on their proposed welfare to work programs for
long-term recipients. Funds could be used for private sector wage subsidies;
contracts with job placement companies or public job placement programs; job

vouchers; job retention services; and job creation in high unemployment areas and
on Indian reservations.
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Administration’s Welfare to Work Jobs Challenge Proposal

Consistent with the budget agreement, this proposal would add $3.0 billion
in capped mandatory spending to TANF for welfare-to-work in areas with
high poverty and unemployment to help long-term recipients get and keep

jobs.

Funding:

Challenge grants would be awarded on a competitive basis to States,
cities, and counties who have submitted applications for welfare to
work programs for long term welfare recipients. Preference will be
given to programs operating in areas with high poverty and
unemployment rates.

50% of funds would be earmarked for States, and 50% for cities and
counties. At least 20 percent of the total would be provided as
performance-based bonus grants to reward success in placing and
retaining long-term recipients in jobs. To apply, states must meet an
80 percent TANF maintenance of effort.

Grants would be awarded by the Department of Labor in consultation
with the Department of Health and Human Services and the
Department of Housing and Urban Development.

Allowable uses:

Private sector wage subsidies;

Contracts with job placement companies or public job placement
programs;

Job vouchers;
Job retention services;

Job creation in high unemployment areas and on Indian reservations.

The program shall include strong assurances of nondisplacement and
wndia i nai e, ?
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é' Cynthia A. Rice 05/14/97 09:29:33 AM
1

Record Type: Record

Ta: Kenneth S. Apfel/OMB/EOP
cc: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP, Diana Fortuna/QPD/EQP
bec:

Subject: Re: wiw wins @

Ken -- are you saying there's a "final" budget agreement that includes $3 billion for welfare to work
and $1.5 billion for 18 to 50s? Is there a year by year stream for the $3 billion? How many work
slots and related benefits will $1.5 billion buy?

From: Kenneth S. Apfel on 05/13/97 11:52:44 PM

From: Kenneth S. Apfel on 05/13/97 11:52:44 PM
Record Type: Record

To: Cynthia A. Rice/OPD/EQP

ce:
Subject: wtw wins

and 18-50 loses. $3B for wtw and $1.5B for 18-50.



l

From: Kenneth S. Apfel on 05/14/97 10:53:03 AM

Record Type: Record

To: Cynthia A. Rice/OPD/EOP

ce: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP, Diana Fortuna/OPD/ECP
Subject: Re: wtw wins )

nearing final agreement - - the spread is still being played with, to see what can fit given overall
budget totals by year. The BA will be a little higher in the in-years, with corresponding outlays
likely close to the following:

'98: $650M
'99: $85H0M
'00: $1050M
'01; $550M
'02: zippo

| don't think were gonna specifically say in the agreement how many 18-50 slots, but it looks like
$1B will mean about 100,000 slots {and related food stamps) and the $0.5B for the proposed
15% exemption will keep another 70,000 on the rolls. Given where we started politically on this
issue and given kasich's very hard line position, I'd say were doing pretty well if we sign legislation
along these lines. We originally thought last year that almost a million folks would lose benefits.
Qur expansive disability exemptions and waiver policies as well as projections of state work
programs cut that number about in half. Now we're talking about exemptions and work slots
potentially helping a third of the remaining half million affected folks. That may not be a grand
slam home run, but it's a double with the bases loaded.
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COMPARISON OF KEY FEATURES
OF DRAFT BLUE DOG AND DASCHLE
WELFARE TO WORK PROPOSALS

Blue Dogs Daschle Staff Draft
Funding $3.575 billion ‘99-°02 $3.575 billion “99-°02
Responsible Agency | HHS Labor
Formula 56% State Grants 80% to States
24% State Performance Bonuses | » Must be spent in high
20% Competitive Grants to poverty/unemployment
Communities “qualifying communities”;
. Allocation to two largest
cities based on proportion
of long term caseload,
. 1% allocation to tribes that
run Own programs.
20% State Performance Bonuses
Use of Funds . Job placement vouchers; . Job placement vouchers;
. Contracts with job . Wage subsidies;
placement companies or . Job retention services.
organizations;
. Wage subsidies;
. Grants to non-profits for
job creation;
. Microenterprises;
1° Supportive services.
Eligible Groups . Long-term welfare . TANF recipients,
recipients; . Food stamp recipients.
. 18 to 50 years olds in
danger of losing food
stamps.
Bonuses Reward Yes. Yes.
Placement of Long-
Term Recipients

3/26/97 DRAFT
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Agreement on Principles in Congressional Welfare-To-Work Pfoposals

Since the President’s August 1996 call for a Welfare-to-Work Jobs Challenge, Congress
has developed two preliminary draft proposals to provide additional incentives to move welfare
recipients into work. One of these draft proposals has been developed by Rep. Charles
Stenholm, and the other by the staff of Senate Minority Leader Tom Daschle.

While the proposals differ in certain details, they embrace key Administration principles
for moving welfare recipients into lasting jobs. The Administration looks forward to working
with Congress to build on these principles and to develop a Welfare-to-Work Jobs Challenge that
can be enacted with broad bipartisan support. .Key features supported by the Administration
include: :

L Resources to Create New Incentives for States, Communities, and Employers. New
funding in concert with TANF is needed to establish a coordinated effort offering strong
incentives for States, communities, and businesses to move welfare recipients into work.
Both Congressional proposals would provide more than $3 billion to help meet the
challenge of placing welfare recipients in lasting jobs.

® Emphasis on Long-Term Welfare Recipients. Welfare reform’s success hinges on the
- ability to help the hardest-to-employ people -- long-term recipients -- get and keep jobs.
The Welfare-to Work Jobs Challenge must place a specific emphasis on moving long-
term welfare recipients into jobs and providing the incentives and supports to keep them
off welfare in the long run. Both Congressional proposals strongly support the goal of
targeting long-term welfare recipients.

. Assistance to Large Urban Areas. Cities and communities must be a part of efforts to
create jobs and place welfare recipients in work. The Congressional proposals build in
mechanisms to ensure that funds flow to urban areas where assistance is needed most.

L] Bonuses to Encourage and Reward Performance. States and communities must be
given incentives to develop high performing welfare-to-work initiatives. A bonus system
will encourage States to move more welfare recipients into long-lasting jobs. Both
proposals establish bonus systems to reward the successful placement of long-term
welfare recipients.

L Flexibility for States and Communities to Design Programs Tailored to Their Own
Needs. One-size-fits-all programs will not work. States and communities need
flexibility to develop innovative job placement and job creation strategies that reflect
their own needs and circumstances. The Congressional proposals give States and
communities wide latitude to design welfare-to-work strategies best suited to local needs.

L] Labor protections. Welfare reform must be implemented in a way that respects the
rights of all workers. The Congressional proposals include strong assurances of
nondisplacement, nondiscrimination, and grievance procedures.



[ Vouchers. The Administration supports voucher-like arrangements to empower welfare
recipients with the tools and choices to help them get'jobs and keep them. Both
Congressional proposals include vouchers to help individuals become employed in the
private sector.

The Administration strongly supports these principles and looks forward to working with
Congress to develop broad bipartisan support for the Welfare-to-Work Jobs Challenge.
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Work Opportunity Tax Credit Proposals

(% in millions)

1998 1999 2000 2001 2002 ‘98-°02
Current law: 147 87 29 9 1 273
Welfare-to-Work Proposals, 3 Years:
Long-term welfare 32 68 84 67 36 287
Food stamps, 18-50 36 69 79 55 26 265
Total 68 137 163 122 62 552
Extension of Core
WOTC, 1 Year: 128 157 93 31 10 419
Total, Proposals: 196 254 256 153 72 971

As a complement to the additional spending proposed for helping welfare recipients
with job training and for job creation, the Budget proposes several changes to the Work
Opportunity Tax Credit (WOTC). The WOTC is one tool in a diverse toolbox of flexible
strategies designed to help people move from welfare to work and gain on-the job experience.
The WOTC initiatives proposed by the Administration join other education and job initiatives
that will help welfare recipients make the transition to gainful employment. These changes
provide tax incentives for employers to create new job opportunities for long-term welfare

recipients and certain recipients of Food Stamps.

-~

Welfare-to-Work Proposals:

« Long-Term Welfare Recipients. The Budget would create a much-enhanced credit
that focuses on those who most need help -- long-term welfare recipients. The new
credit would allow employers to claim a 50% credit on the first $10,000 in wages
paid to an eligible hire for the first two years on the job. Wages include the costs of
training, health benefits, and child care. The credit would be available for three years,

through September 30, 2000.

« Food Stamp Recipients. The Budget also expands the existing WOTC tax credit by
including able-bodied childless adults who, under the Administration’s Food Stamp
proposal, would face a more rigorous work requirement in order to continue receiving
Food Stamps. This credit also would be available for three years and would be the
same as the existing WOTC -- 35% of the first $6,000 of first-year wages.

Extension of the Core WOTC:

« The Budget includes a 1-year extension through September 30, 1998, of the core
WOTC. This extension provides a transition between the current tax credit to the
expansion for the population affected by welfare reform noted above.



Improvements in the WOTC:
The WOTC, authorized in the Small Business Job Protection Act of 1996, replaced

the Targeted Jobs Tax Credit (TJTC) and includes many changes that will make it a better and
more effective job creation credit. These include:

+ Reducing potential windfalls to employers by increasing the pre-screening of
applicants. Employers and job applicants must sign a form which acknowledges that
pre-screening for WOTC eligibility has occurred before the job offer was made.
Employers are required to seek certification for the tax credit within three weeks of
the hiring date. Under the TITC, pre-screening was not required.

» Reducing job churning by increasing the time an individual must be employed.
Under the TITC, the minimum employment period required before an employer could
claim the credit was 120 hours. Under WOTC, it is 400 hours. This longer retention
increases the prospect of a long-term attachment to the employer, provides more on-
the-job experience, and is beneficial to both the employer and employee.

[A\DATA\AWTWIOBS\WOTC_1.WPD
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MEMORANDUM FOR: BRUCE REED, ELENA KAGAN, DIANA FORTUNA

FROM: CYNTHIA RICE

SUBJECT: BUDGET NEGOTIATIONS

Attached is paper describing‘tile next planned counter-offer for welfare to work, legal immigrants, and

food stamps. \This paper is close hold; it has not been shared outside the building yet nor do many
people inside have it. Changes are all along the lines we’ve discussed:

. Folding $3 billion welfare to work into TANF, but continuing to earmark it for work in high
unemployment/high poverty areas;
. Trimming our legal immigrants proposal by lowering and time limiting benefits for disabled

immigrants with sponsors who applied for benefits after August 1996;

. Modifying our food stamp proposal to increase funding for food stamp work slots but
restoring current law’s “3 in 36" month time limit, even if a job is unavailable.




Welfare to Work Proposals In the FY 98 Budget 25-Apr-97
CBO/JCT Estimates (outlays in billions)

Welfare to Work 1998 1999 2000 2001 2002 5 Year
Welfare to Work Jobs Challenge. ' 0.6 1.0 1.0 0.4 0.0 3.0

Instead of a new program, this incorporates funds in TANF. Formula grants would be allocated to States, with funds used in
areas with poverty and unemployment rates at least 20% higher than the State average. A snane_oj_fungs_ggw_cLs with
large poverty populations commensurate with the share of long-term welfare recipients in those cities. Activities include job
retention services; job retention or creation vouchers; and private sector wage subsidies for new jobs lasting 9 months.

Enhance and Expand WOTC* . 0.1 0.1 0.2 0.1 0.1 0.6

The budget proposes tax incentives to create new job opportunities for long-term welfare recipients. It would create a
much-enhanced credit targeted at those who need help most -- -te elfare recipients. The new credit would give

employers a 50% credit on the first $10,000 a year of wages for up to 2 years. The budget also expands the existing WOTC
to able-bodied childless adults ages 18-50 who face work and time limit requirements.*

Subtotal, Welfare to Work* 0.7 1.1 1.2 0.5 0.1 3.6

*Five-year WOTC total could increase by $0.1-$0.2 billion based on proposal to modify the Food Stamp 18-50 provisions.



Changes to Food Stamps Proposals : 25-Apr-97

In the FY 98 Budget
CBO Estimates (outlays in billions)

1998 1999 2000 2001 2002 1998 - 2002

Food Stamps

18-50's Work Requirement, ' 03 03 0.3 03 03 15

The Administration's proposal retains the "3 in_38" time limit in the welfare statute but redirects $470 million in existing Food
Stamp Employment and Training Program funds and adds $550 million in new funding to create an additional 150,000 work
slots monthly for individuals who are subject to the time limits. In total, this proposal would enable States to provide work —
slots to aplgroxlm" Yately 173 of those losing benefits dué 10 the time limits. The proposal incltides thecost of providing——

on-going benefits to individuals fulfilling the work requirements.

18-50's Work Requirement--20% waiver 0.1 0.1 0.1 0.2 0.2 0.7

The proposal permits States to exempt up to 20% of the individuals who would lose benefits because of the time limit. In

total, it would enable Statestoexe X individuals who want f6 work but are_unable to find a job within the three

month time limit.
nontn time fiy

Shelter Deduction. 0.1 0.0 0.1 0.0 0.4 0.6

The Administration's proposal would accelerate planned increases in the excess shelter deduction and would eventuaily
eliminate the cap on the deduction in FY02, allowing low-income families with high housing costs to deduct the full cost of
their housing expenses when calculating their net income. 80% of the benefit of this proposal is to households with children.

Vehicle Asset Limit. 0.0 0.1 0.1 0.1 0.1 05

The welfare bill froze the Food Stamps vehicle asset limit at $4,650 (the maximum value 6f a car a household may own)
which had previously been indexed. The Administration's proposal would increase and reindex the Vehicle Asset Limit,
which has virtually been at the same level since 1977 even though the CPI for used cars has risen by 125%.

~ Subtotal, Food Stamps 0.5 0.6 0.6 0.8 0.8 3.4



Changes to Benefits to Immigrants Proposals In the FY 1998 Budget 25-Apr-97
CBO Baseline. OMB estimates of CBO scoring {outlays in billions)

1998 1999 2000 2001 2002 1998 - 2002

Restore Benefits for Immigrants

Benefits for Disabled Immigrants.

SSI Costs 1.7 1.6 16 11 1.2 7.4
Medicaid Costs* 0.8 0.8 0.7 0.7 0.7 3.7
Total 2.5 2.4 2.3 1.8 1.9 111

@ This policy would restore SSI benefits for all legal immigrant adults who are [currently receiving SSIiwho have become
M disabled after entering the U.S. It would also provide access to SSI for all legal immigrants admitted to the country prior to
MX August 22, 1996 ("new applicants"). The Medicaid costs for this policy are from the SSI recipients who would lose their
Q‘K Medicaid when they lose their SSI. Estimate assumes a Medicaid per capita cap policy and assumes CBO would not
< change its scoring to reflect pending regulations that enable more states to provide Medicaid to immigrants who lose SSI.

Deem for New Entrants, Net of Benefit Reductions (0.0) 0.1 0.2 0.3 0.3 0.7
This option would retain access to SSI and Medicaid for new entrants who become disabled after entering the U.S. but with
three restrictions. First, all new entrants and new applicants already in the country who have sponsors would have their SSi
benefits reduced by one third. The one third reduction would represent an allowance for financial support from their sponsor.
Sécond, new entrants who apply for disability benefits after age 65 would have the income of their sponsor deemed to them.

j{ For almost all of these elderly immigrants, deeming of sponsor's income would cause the immigrant to fose SSI and
Medicaid benefits. Third, the disability exemption for new entrants would be limited to the first 7 years an immigrant is in the
COUntry.

I

Beneﬁts for Immigrant Children. 0.1 0.1 01 01 0.1 0.3
;:ﬁj;fg This policy would restore SSI benefits for approximately 6,000 legal immigrant children @ho are currently recéWTrrg‘SSjﬂt_

=

would also provide access to SSI for legal immigrant children admitted to the country prior to August 22, 1996 ("new
applicants") who are not currently receiving benefits. These children_ will also retain their Medicaid.under this policy.

Extension for Refugees and Asylees. 0.04 0.04 0.04 0.04 0.04 0.2
The welfare bill exempted refugees and asylees from the benefit restrictions for their first five years in the country. The budget
would lengthen the exemption for refugees and asylees from 5 to 7 years to provide a more appropriate time for refugees and
asylees to become citizens.

Subtotal, Benefits for Immigrants 2,6 2.6 2.6 2.2 2.3 12.3

*(Medicaid costs would drop by about half if policy was scored without a Medicaid per—cabita cap policy OR if CBO changed
its scoring to reflect pending regulations that enable more states to provide Medicaid to immigrants who lose SSI.)



Immigrant Policy
(1998-2002 Totals, in billions)

c B . IIe ! ]- 1

Under Age 65 continue benefits for disabled 1/3 reduction in benefits
' for disabled
(+4.4) (+0.9)
Over Age 65

continue ban for non-disabled

continue ban for non-disabled
continue benefits for disabled

1/3 reduction in benefits
for disabled

(+4.3) (+0.9)

Neyw Entrans?
(Disabled Only)

1/3 reduction in benefits
7 year time limit

(+1.3)

1/3 reduction in benefits
7 year time limit
fdeéming sponsors income ]

0.1) e_f-&wfn‘u.[\_[ aML;

1All immigrants with sponsors in the country prior to August 22, 1996, but not currently receiving disability benefits.

2Alt immigrants with sponsors entering the country after August 22, 1996.



Immigrant Policy Regarding Benefits for New Entrants' and New Applicants’

This policy would retain access to SSI and Medicaid for some new entrants and all new ap;ﬁlicants
who become disabled after entering the U.S. However, the policy would have several important
and significant limitations:

For Immigrants over age 65:

1) Ban for non-disabled elderly: New applicants who are elderly but not disabled would continue
to be banned from SSI as under current [aw. New entrants who are elderly but not disabled would

continue to be banned from SSI and Medicaid as under current law.

2) Deeming Sponsor’s Income: All entrants over age 65 who apply for the disability exemption
after age 65 would have the income of their sponsor deemed to them for purposes of detcrmining

eligibility for SSI and Medicaid. For almost all of these elderly immigrants, deeming of sponsor’s
income causes the immigrant to lose SSI and Medicaid benefits. This policy would make clear to
sponsors that the rules have changed. When an immigrant enter the country near the retirement

age, the sponsor is expected to plan for the immigrant’s retirement needs, even if the immigrant
becomes disabled.

3) Bepefit Reductions: For SSI, all new entrants as well as new applicants who become disabled
afier entry and who have sponsors would have their SSI benefits reduced by one third. This
provides an allowance for financial support the sponsor should provide.

4) Time Limits: For all new entrants, the disability exemption would only be available for the first
7 years an immigrant is in the country. Seven years provides enough time for immigrants to
complete the naturalization process, even in parts of the country with significant processing
backlogs.

For Immigrants under age 65:

1) Benefit Reductions: For SSI, all new entrants as well as new applicants who become disabled
after entry and who have sponsors would have their SSI benefits reduced by one third.

2) Time Limits: For all new entrants, the disability exemption would only be available for the first
7 years an immigrant is in the country.

This policy substantially limits the access of new entrants to SSI and Medicaid while at the same
time providing important safety net protections for working age immigrants who may become
disabled in the future. It reduces benefits for families with sponsors but continues the full benefit
level for those without sponsors. In the first five years this policy would cost approximately $0.7
billion®>. Over time it would provide significant protections. By 2002, about 50,000 immigrants

- who would be denied under current law would have access to SSI and Medicaid.

1 Al] immigrants with sponsors entering the country afier August 22, 1996.

2All immigrants with sponsors in the country prior to August 22, 1996, but not currently
receiving benefits.

3Assumes a Medicaid per capita cap policy. Costs would drop by about $0.4 billion
without a per capita cap.



Summary of Discussions on Various Benefits for Inmigrants Options

In initial discussions with Republican budget staff, they proposed a compromise immigrants
policy that would continue to provide SSI and Medicaid to all immigrants who are currently
receiving benefits and who have become disabled after entering the country. They proposed no
restorations of benefits for refugees, beyond the protections the current disability policy would

provide these groups.

They thought CBO would score the policy at $7.4 billion over five years. This cost estimate is
reasonable, if the policy is considered in isolation. However, when included with our Medicaid
per capita cap policy, CBO would probably estimate it to be $9.4 billion.! The policy is more
expensive in the context of a per capita cap because CBO assumes states will be able to game the
per capita cap which results in lost savings to the Federal government.

Recently we have been told that the original Republican offer is changed in two important ways.
First, the disability protections would be limited to immigrants who are currently receiving
benefits on the basis of disability. Immigrants who are elderly SSI recipients could not requalify
for SSI disability benefits, even if they had the same disability as non-elderly disabled
immigrants. Second, they would propose to adopt the Administration’s policy on refugees and
asylees (i.e., extending the refugee and asylee exemption from the first five years in the country
10 the first seven years.). The second change is good but is more than offset by the tougher
disability policy. They estimate their revised offer would cost $6.5 billion in isolation. We
estimate CBO would score it at around $8 billion in the context of a per capita cap.

The revised offer regarding disabled immigrants has a number of serious problems. It would
restore benefits to significantly fewer people than the Administration’s proposal. SSA’s
actuaries estimate that approximately 420,000 immigrants (of which 260,000 are elderly) will
lose SSI benefits and the Administration’s policy would restore benefits for 310,000 immigrants
(of which 170,000 are elderly), whereas the Republican offer who not help any of these elderly

immigrants.

The new offer is inequitable. For example, it would not be unusual to find two immigrants
receiving SSI and Medicaid who have both become disabled from a stroke. The first immigrant
had the stroke at age 57 and is protected by both the Administration’s proposal and the revised
Republican offer. The second started receiving SSI elderly benefits at age 65 and had a stroke at
67. The second immigrant would be protected by the Administration’s proposal but would lose

SSI and potcnually Medlcmd under the Repubhcan offer. Ih.ls_me_qmmblg_ummmmply_an

'I'he Repubhcan posmon is not mstmnable o

'CBO scored the Administration’s proposal as costing $14.9 billion over § years in the .
context of the Administration’s overall budget proposal, which includes a Medicaid per-capita
cap policy. CBO scores the Administration’s proposal as a stand alone option at $11.9 billion
over 5 years. The $3 billion difference is the interaction with the per-capita policy.



Waiving the Food Stamp Three Month Time Limit

The recently enacted welfare reform legislation limits Food Stamps for certain childless
adults. These individuals may only receive Food Stamps for 3 months in a 36 month
period unless they are working 20 hours per week or the State has provided them witha
work slot which meets the requirements of the law. CBO estimates that in FY98
approximately 600,000 poor unemployed individuals will be ineligible to receive food
stamps in any given month due to this provision.

The statute provides States with the ability to seek a waiver from this provision for
certain areas within the State. There are two types of waivers; areas with unemployment
in excess of 10%, and areas with too few jobs.

The Secretary of Agriculture established broad guidelines for areas with too few jobs, but
it is up to the Governors to request a waiver. The Secretary cannot unilaterally granta
waiver or require its implementation. The State of Ohio, for example, has been approved
for a waiver, but has not implemented it — even in counties with unemployment in excess
of 10%.

The waiver provision cannot adequately address the problems created by this provision.
CBO’s estimate of 600,000 poor unemployed individuals losing Food Stamps already
factors in the effect of thc waivers. Ihxs_mmhmgmhﬁm.ﬂm_m_m.dﬂndmblc

There are hundreds of thousands of individuals living in areas with low unemployment
who are unable to find work after three months. Jobs simply may not be available to suit
their skills causing their search to take longer than the three month limit allows. The
current waiver authority neither gives States, nor the Secretary, the ability to help these
people. Providing a 20% exemption from the time limits, as TANF does, would be an
important improvement.

The solution to the inadequacies of the current law provisions is not just broader waiver
authority, but better structured work requirements. The three month time limit is too
harsh and harms individuals who want to work and will find work, but not within three
months. The Administration’s budget proposal addresses these problems by focusing on
three principles: First, no one should be denied basic food assistance if they cannot find
work and are not offered a work opportunity by the State. Second, childless able-bodied
adults should be working and face stiff penalties if they fail to do so. Tlnrd, States should
be provided with the resources to help move people to work.



Retargeting Food Stamp Employment and Training to 18-50s

Employment and Training Program Background Since the late-1980s States have been
required to operate an Employment and Training (E&T) program to ensure that able-bodied food
stamp recipients (including those with children) participate in meaningful work related activities.
States have been required to serve at least 10% of their work registrants. A wide variety of
activities have been permissible including job search, education and training classes as well as
work fare.

To meet these requirements, States have consistently relied on job-search as their primary
employment services for E&T participants. Job search has accounted for over one-half of all
E&T components. Employment and training costs have tended to vary by activity, State and
individual. They can range from $300 annually to as high as $3,000. Several individuals can
cycle through on slot in a single year.

Current Funding The existing program has two funding components -- $ 80 million in 100%
Federal dollars (FY 1998) and opened ended 50% Federal matching of State contributed funds at
a ($111 million Federal share in FY 1998). Total combined Federal and State spending is
estimated to be about $300 million in FY98.

18-50 Provisions In combination with the three month time limit for able-bodied childless
adults, PRWORA created a much more intense work requirements for this group. These
individuals are limited to three months of food stamp participation in a three year period unless
they are working 20 hours of week or participating in rigorous, time-consuming work related
activities. The number of hours required is greater and job search is no longer an allowable
activity. States, therefore, not only have to create many more employment and training slots due
to the time limit but the slots are much more expensive.

Proposal This proposal would: 1.) earmark all existing 100% Federal funds and 30% of State-
Federal dollars to be spent only on 18-50s, 2.) Add $520 million in new Federal funding, and 3.)
create a maintenance-of-effort requirement to ensure that State dollars are not withdrawn and
replaced with new Federal funds.

Need to Target 18-50s States need additional resources to meet the new, more expensive work
requirements for 600,000 18-50's who will hit the time limit each month. These requirements are
more stringent and time-consuming than those for other food stamp recipients. The requirements
cannot be met with less expensive alternatives, like structured job search. Additional funds are
required to ensure that recipients comply with work requirements, and that work activities are
meaningful.

According to CBO States are unlikely to focus all existing E&T resources on 18-50s. CBO
estimates that the baseline for Federal E&T program to be $1.6 billion over the next 5 years. Of
that they project that States will spend only $230 million on 18-50s, creating about 100,000 slots
annually, causing 520,000 people to lose benefits each month in FY 1998.



The proposal ensures that the number of work slots can be increased substantially with modest
increases in Federal expenditures for EZT. By requiring an MOE, and setting aside all 100%
Federal funds and a 30% set-aside of State/Federal funds we estimate that an additional $470
million could be made available over 5 years. This would create an average of about 60,000
more slots per month, lowering the number of people losing benefits to 460,000. Because the
need for slots would still be significant, the proposal would add $520 million in new Federal-
only money. Money would be targeted to those States with the greatest number of recipients
subject to the time limits. Approximately another 80,000 slots would be available on average
each month due to the new money leaving 380,000 individuals without slots each month. Funds
would be targeted at those States with the largest caseload of 18-50's subject to the time limit and
not exempted by waivers.

The proposal could potentially divert resources from non-TANF mothers with children over the
age of 6, who are subject to the basic E&T work requirements. However, States can still target
State monies to these individuals and receive matching Federal funds. TANF households will be
served through TANF work programs.
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Record Type: Record

To: Bruce N. Reed/OPD/EOP

cc: Elena Kagan/OPD/EOP, Cynthia A. Rice/OPD/EOP, Diana Fortuna/OPD/EQP
Subject: The Youth Corps and Welfare Reform

I spoke today on welfare reform to the National Association of Service and Conservation Corps, the
membership organizations for the youth corps program (your friend Andrew Moore says hi and
wants to know if you stiil call yourself a prairie liberal as you did in your Princeton days!!).

1) Are we going to do anything so that nonprofits can take advantage of the existing tax credit and
the new credit if it passes? Bruce, the idea you and Paul Dimond talked about in the past --
creating a secondary market for the tax credits to enable nonprofits to sell the credits to the private
sector -- is a really good one. Are we doing anything on that or should we be?

A couple of good questions came up at the meeting that we should all think about: ) y

2) Approximately 25% of corps participants receive public assistance. (There are over 120 Youth
Corps programs in 37 states that offer youth --ages 16-25b--community-based work experience and
job placement.} How can we help the Youth corps sites become more involved in welfare reform?
Youth corps are logical placements for state and local welfare agencies trying to meet work
requirements. The corps can contract with state welfare agencies to take on welfare recipients.
Should we/can we encourage and publicize this?
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Record Type: Record

To: Lyn A. Hogan/OPD/EQOP

cc: Elena Kagan/QOPD/EQP
Subject: Re: Blue Dog Proposal [:ibl

We agreed to go with principles rather than our own bill, and to work off the Blue Dog bill as much
as we can. 1'll let you know more after our meeting with Hilley and Erskine this afternoon, where
we'll discuss the bipartisan working groups on b issues including WTW. We'll work out a process

from there.
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Record Type: Record

To: Bruce N. Reed/OPD/EQOP

ce: Elena Kagan/OPD/EOP
Subject: Blue Dog Proposal

Bruce,
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Did you, Ken and Gene come to any decisions on the welfare to work propesal? As | mentioned in
the Blue Dog summary mema | sent to you, Grace, Chad and Ed are anxious for some direction
from us. | expect them to begin calling again mid-week. (I think the Blue Dog proposal is pretty
good now. I'm just not sure about a state:hy-state public/private entity running it - it may end up

adding another layer of bureaucracy instead of preventing bureaucracy.)




	DPC - Box 066 - Folder 006

